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Schreiben des Bundesministeriums der Finanzen - EB3 - Vw 9536/11/10010 - 
vom 10. Juni 2014 mit folgenden Anlagen: 


Anlage 1 

Wesentliche Ergebnisse der Konvergenzberichte der Europäischen 
Kommission und der Europäischen Zentralbank (EZB) 

Anlage 2 

Konvergenzbericht der Europäischen Kommission (englisch) 

Anlage 3 

Konvergenzbericht der EZB (deutsche Kurzfassung) 

Anlage 4 

Konvergenzbericht der EZB (englische Langfassung) 

Anlage 5 

Vorschlag der Europäischen Kommission für einen Beschluss des 
Rates über die Einführung des Euro in Litauen am 1. Januar 2015 
(deutsch) 

Anlage 6 

Vorschlag der Europäischen Kommission für eine Verordnung des 
Rates zur Änderung der Verordnung (EG) Nr. 974/98 des Rates im 
Hinblick auf die Einführung des Euro in Litauen (deutsch) 


Die Republik Litauen beabsichtigt als 19. Mitgliedsland, der dritten Stufe der Wirt- 
schafts- und Währungsunion zum 1. Januar 2015 beizutreten. Die am 4. Juni 2014 
veröffentlichten Konvergenzberichte der Europäischen Kommission und der Europäi- 
schen Zentralbank (EZB) kommen zu dem Ergebnis, dass Litauen die Voraussetzun- 
gen für den Beitritt, die sogenannten Konvergenzkriterien, erfüllt. Ebenfalls am 4. Juni 
2014 hat die Europäische Kommission einen Vorschlag für einen Beschluss des Rates 
vorgelegt, der das litauische Beitrittsersuchen befürwortet und den Beitritt empfiehlt. 

Die Berichte der Europäischen Kommission und der EZB würdigen die erfolgreichen 
Anstrengungen Litauens, die Konvergenzkriterien für den Eurobeitritt zu erfüllen. Im 
Einzelnen attestieren die Berichte, dass die rechtliche Konvergenz gegeben ist, die 
Infiationsrate sowie der langfristige Zinssatz in der Referenzperiode unterhalb der 
Referenzwerte liegen, die Tragfähigkeit der Staatsfinanzen erreicht ist, Wechselkurs- 
stabilität gegenüber dem Euro besteht und sich die realwirtschaftliche Konvergenz als 
hinreichend darstellt. 

Die Bundesregierung teilt die Gesamteinschätzung der Konvergenzberichte und beab- 
sichtigt, dem Beschlussvorschlag der Europäischen Kommission zum Beitritt Litau- 
ens zum Euroraum zuzustimmen. 
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Auf europäischer Ebene ist für das weitere Verfahren entsprechend Artikel 140 Ab- 
satz 2 des Vertrags über die Arbeitsweise der Europäischen Union (AEUV) folgender 
Zeitplan vorgesehen: Nach Befassung des Rates für Wirtschaft und Finanzen am 
19./20. Juni 2014, erfolgt am 26. Juni 2014 eine Aussprache im Europäischen Rat. 
Nach voraussichtlicher Terminplanung der Europäischen Kommission findet eine An- 
hörung des Europäischen Parlaments am 14. Juli 2014 statt. Daran anschließend trifft 
der Rat die abschließende Entscheidung voraussichtlich noch im Juli 2014. 

Das Gesetz über die Zusammenarbeit von Bundesregierung und Deutschem Bundes- 
tag in Angelegenheiten der Europäischen Union (EUZBBG) sieht in § 9a ein beson- 
deres parlamentarisches Beteiligungsverfahren für Fälle der Einführung des Euro in 
einem Mitgliedstaat vor. Vor der abschließenden Entscheidung im Rat sollen der Deut- 
sche Bundestag und die Bundesregierung das Einvernehmen hersteilen. Ich weise den 
Deutschen Bundestag in diesem Zusammenhang vorsorglich auf sein Recht zur Stel- 
lungnahme hin. 

Im Hinblick auf den dargestellten, engen zeitlichen Beratungsverlauf auf europäischer 
Ebene bitte ich den Deutschen Bundestag, von seinem Recht zur Stellungnahme so 
frühzeitig wie möglich Gebrauch zu machen, damit die Bundesregierung, rechtzeitig 
vor der Aussprache im Europäischen Rat am 26. Juni 2014, ihre Haltung zum Beitritts- 
gesuch Litauens deutlich machen kann. In einem Schreiben vom 14. Mai 2014 unter- 
richtete die Bundesregierung den Deutschen Bundestag vorsorglich über den zeitli- 
chen Beratungsverlauf auf europäischer Ebene. Die klare Positionierung Deutschlands 
zur Erweiterung des Euroraums, wenn alle Voraussetzungen fiir den Beitritt erfüllt 
sind, ist ein wichtiges Signal sowohl gegenüber Litauen als auch für den Euroraum 
insgesamt. 

Mit Blick auf das Ziel, Einvernehmen mit dem Deutschen Bundestag herzustellen, 
stehe ich fiir eine weitergehende Unterrichtung zur Verfügung. Zur besseren Übersicht 
übersende ich Ihnen mit diesem Schreiben sechs Anlagen, insbesondere als Anlage 1 
eine Darstellung der wesentlichen Inhalte der Konvergenzberichte der Europäischen 
Kommission und der Europäischen Zentralbank. Einige der anliegenden Dokumente 
liegen gegenwärtig nur in Englisch vor. 

Die Bundesregierung wird im Rahmen ihrer fortlaufenden Unterrichtung über den Rat 
Wirtschaft und Finanzen kontinuierlich über die weitere Entwicklung und Auswirkun- 
gen der Vorgänge informieren. 
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Anlage 1 
6. Juni 2014 


Litauen: Wesentliche Ergebnisse der Konvergenzberichte der Europäischen Union und 
der Europäischen Zentralbank 


I. Vorbemerkung 

Litauens (LTU) Wirtschaflsentwicklung seit dem EU-Beitritt 2004 ist beeindruckend. Vor 
allem während der schweren Finanz- und Wirtschaftskrise zeichnete sich die kleine offene 
Volkswirtschaft durch hohe strukturelle Anpassungsfähigkeit und außenwirtschaftliche 
Stabilität aus. Der litauische Litas ist seit Juni 2004 fest an den Euro gebunden. LTU hat 
gezeigt, wie ein Staat schwere wirtschaftliche Verwerfungen aus eigener Kraft erfolgreich 
überwinden und gestärkt aus einer Krise hervorgehen kann (2009: Rückgang des BIP um 
14,8%). Nach einer Wachstumsrate des BIP von 3,3% in 2013 dürfte LTU laut Prognose der 
Europäischen Kommission (KOM) auch in diesem Jahr mit 3,3% eine der höchsten 
wirtschaftlichen Wachstumsraten in der EU verzeichnen. Die KOM geht für 2015 von einer 
Fortsetzung der dynamischen wirtschaftlichen Entwicklung aus. 

Ein dauerhafter Konvergenzprozess bedarf gleichwohl kontinuierlichen politischen Handelns, 
um das Erreichte zu sichern und Fortschritte zu realisieren. Die Bundesregierung teilt daher 
die Empfehlungen der Europäischen Zentralbank (EZB) an LTU, durch kontinuierliche 
politische Maßnahmen gesamtwirtschaftliche Stabilität und Wettbewerbsfähigkeit 
sicherzustellen. So sind der eingeschlagene Finanz- und wirtschaftspolitische Kurs konsequent 
fortzusetzen, die erzielten Steigerungen der Wettbewerbsfähigkeit abzusichem, notwendige 
Strukturreformen umzusetzen und die Stabilität des Finanzsektors sicherzustellen. 


II. Wesentliche Ergebnisse der Konvergenzberichte 

Am 4. Juni 2014 legten KOM und EZB ihre Konvergenzberichte zu LTU vor. In den 
Berichten prüfen die Institutionen, ob LTU einen ausreichend hohen Grad an dauerhafter 
Konvergenz erreicht hat. Maßstab hierfür sind neben der rechtlichen Konvergenz vier 
numerische Kriterien (Preisstabilität, tragfähige öffentliche Finanzlage, Wechselkursstabilität 
gegenüber dem Euro und langfristiger Zinssatz) sowie weitere Faktoren. Insgesamt kommen 
beide Berichte zu dem Ergebnis, dass LTU die Konvergenzkriterien erfüllt und empfehlen den 
Beitritt LTU zum Euroraum. Im Einzelnen: 

Rechtliche Konvergenz: KOM und EZB stimmen überein, dass die litauischen 
Rechtsvorschriften im monetären Bereich mit EU-Recht konform sind. Dazu zählen vor allem 
die Unabhängigkeit der Zentralbank, das Verbot monetärer Staatsfinanzierung und die 
rechtliche Integration der litauischen Zentralbank in das Eurosystem. 


Drucksache 18/1730 


-4- 


Deutscher Bundestag - 18. Wahlperiode 


Preisstabilität: Für den zwölfmonatigen Referenzzeitraum von Mai 2013 bis April 2014 weist 
LTU eine durchschnittliche Inflationsrate von 0,6% aus. Sie liegt deutlich unter dem 
Referenzwert von 1,7%. Die KOM erwartet, dass die litauische Inflationsrate 2014 mit 1,0% 
deutlich unterhalb des Referenzwertes bleiben wird. Der Referenzwert wurde berechnet, 
indem zum ungewichteten arithmetischen Mittel der im Referenzzeitraum gemessenen 
Inflationsraten in den drei Mitgliedstaaten mit dem besten Ergebnis im Bereich der 
Preisstabilität (Lettland: 0,1%, Portugal: 0,3% und Irland 0,3%) 1,5 Prozentpunkte addiert 
wurden. Die EZB äußert sich jedoch vorsichtig zu der Frage nach der nachhaltigen 
Entwicklung der Inflation. Im Zuge der wirtschaftlichen Konvergenz seien theoretisch erhöhte 
Inflationsraten möglich. Allerdings sei aus Sicht der EZB schwer abzuschätzen, in welchem 
Umfang sich der Aufholprozess auf die Preisentwicklung auswirken wird. Der Politik stünden 
jedoch Instrumente und Institutionen zur Verfügung, um Stabilität bei erhöhtem Preisdruck zu 
sichern. 

Tragfähige öffentliche Finanzlage: 2013 lag das öffentliche Defizit mit 2,2% des BIP 
unterhalb des Maastricht-Referenzwertes von 3%. Für 2014 erwartet die KOM ein 
öffentliches Defizit von 2,1% des BIP. Der öffentliche Schuldenstand betrug 39,4% des BIP 
(2013) und lag deutlich unterhalb des Referenzwertes von 60%. LTU befindet sich nicht 
einem Verfahren wegen eines übermäßigen Defizits und erfüllt das Kriterium der tragfähigen 
öffentlichen Finanzen. 

Wechselkursstabilität gegenüber dem Euro: LTU nimmt seit dem 28. Juni 2004 mit einer 
festen Wechselkursanbindung zum Leitkurs von 1 Euro = 3,45280 litauische Litas, am 
Wechselkursmechanismus II (WKM II) teil. In den vergangenen zwei Jahren, die der 
Bewertung von KOM und EZB zugrunde liegen, wich der Litas nicht vom Leitkurs ab. Die 
Standard-Schwankungsbandbreite im WKM II von ± 15% wurde somit deutlich 
unterschritten. Der litauische Litas war im Bewertungszeitraum keinen Spannungen 
ausgesetzt. 

Langfristiger Zinssatz: Der langfristige Zinssatz lag im Referenzzeitraum von Mai 2013 bis 
April 2014 mit durchschnittlich 3,6% unterhalb des Referenzwertes von 6,2%. Der 
Referenzwert wurde berechnet, indem zum Zwölfmonatsdurchschnitt der langfristigen 
Zinssätze für Staatsanleihen der drei Mitgliedstaaten mit den besten Ergebnissen im Bereich 
der Preisstabilität (Lettland: 3,3%, Irland: 3,5% und Portugal: 5,9%) 2 Prozentpunkte addiert 
wurden. 

Weitere Faktoren: Als weitere Faktoren wurden von KOM und EZB vor allem die 
Zahlungsbilanzentwicklung sowie die Integration der Güter-, Finanz- und Arbeitsmärkte 
geprüft. Der Vertrag enthält hierzu jedoch keine eindeutigen Indikatoren und Referenzwerte. 
Laut KOM stellt sich die Zahlungsbilanzlage LTU als robust dar. Die litauische 
Volkswirtschaft ist über Außenhandel und Kapitalverkehr gut in die Märkte des Euroraums 
integriert. Der litauische Finanzsektor ist, wie der hohe Anteil ausländischer Beteiligungen am 
Bankensystem zeigt, gut in das EU-Finanzsystem integriert. Die Finanzmarktaufsicht wurde 
in den vergangenen Jahren erheblich verstärkt. Die EZB weist unter anderem daraufhin, dass 
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auch weiterhin Fortschritte bei der Verbesserung der Qualität der Institutionen, der 
Arbeitsmarktpolitik und der Absicherung der Finanzmarktstabilität zu machen. Der 
eingeschlagene Kurs einer umfassenden Konsolidierung der öffentlichen Finanzen im 
Einklang mit den Vorgaben des Stabilitäts- und Wachstumspaktes sei weiterzuverfolgen. 


III. Institutioneile Auswirkungen eines Euroraum-Beitritts 

Mit dem Euroraum-Beitritt LTU steht auch der Beitritt zum Europäischen 
Stabilitätsmechanismus (ESM) an. Als ESM-Mitglied wird LTU Anteile am Kapital des ESM 
(eingezahltes und abrufbares Kapital) übernehmen. Das Beitrittsverfahren wird sich an den 
Grundsätzen orientieren, die für den Beitritt Lettlands erarbeitet wurden. 

Außerdem würde mit dem Euroraum-Beitritt LTU das bereits 2003 mit Zustimmung des 
Deutschen Bundestages beschlossene Rotationsprinzip im Rat der Europäischen Zentralbank 
in Kraft treten. Ab diesem Zeitpunkt gehört der Präsident der Deutschen Bundesbank 
zusammen mit seinen Kollegen aus Frankreich, Italien, Spanien und den Niederlanden zu 
jenen Ratsmitgliedem, die umlaufend für jeweils einen Monat kein Stimmrecht bei 
geldpolitischen Beschlüssen haben. Das Stimmrecht der Zentralbankpräsidenten der übrigen, 
kleineren Mitgliedstaaten ruht häufiger. Die nicht-stimmberechtigten nationalen 
Zentralbankpräsidenten nehmen gleichwohl weiterhin an den Sitzungen des Zentralbankrats 
teil und verfugen über ein Rederecht. 
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ABBREVIATIONS 


Member States 

BG Bulgaria 

CZ Czech Republic 

HR Croatia 

LT Lithuania 

HU Hungary 

PL Poland 

RO Romania 

SE Sweden 

EA Euro area 

EA-18 Euro area, 18 Member States 

EA-17 Euro area, 17 Member States before 2014 

EU-28 European Union, 28 Member States 

EU-27 European Union, 27 Member States before July 2013 (i.e. EU-28 exel. HR) 

EU-25 European Union, 25 Member States before 2007 (i.e. EU-27 exel. BG and RO) 

EU- 15 European Union, 15 Member States before 2004 

Gurrendes 

EUR Euro 

ECU European eurreney unit 
BGN Bulgarian lev 

CZK Czeeh koruna 

HRK Croatian kuna 

LTL Lithuanian litas 

HUF Hungarian forint 

PLN Polish zloty 

RON Romanian leu (ROL until 30 June 2005) 

SKK Slovak koruna 

SEK Swedish krona 

DEM Deutsehe Mark 

USD US dollar 

SDR Speeial Drawing Rights 

Central Banks 

BNB Bulgarska narodna banka (Bulgarian National Bank - eentral bank of Bulgaria) 

CNB Ceskä närodni banka (Czech National Bank - central bank of the Czech Republic) 
HNB Hrvatska narodna banka (Croatian National Bank - central bank of Croatia) 

MNB Magyar Nemzeti Bank (Hungarian National Bank - central bank of Hungary) 

NBP Narodowy Bank Polski (National Bank of Poland - central bank of Poland) 

BNR Banca Nationalä a Romäniei (National Bank of Romania - central bank of Romania) 

Other abbreviations 

AMR Alert Mechanism Report 
BoP Balance of Payments 
BPO Business process outsourcing 

BSE Budapest Stock Exchange 

CAR Capital adequacy ratio 
CBA Currency board arrangement 
CDS Credit Default Swaps 
CEE Central and Eastern Europe 
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CIS 

Commonwealth of Independent States 

CIT 

CPI 

CR5 

EC 

ECB 

EDP 

EERP 

EMI 

EMS 

Corporate Income Tax 

Consumer price index 

Concentration ratio (aggregated market share of five banks with the large st market share) 

European Community 

European Central Bank 

Excessive Deficit Procedure 

European Economic Recovery Plan 

European Monetary Institute 

European Monetary System 


EMU Economic and monetary union 
ERM II Exchange rate mechanism II 
ESA 95 European System of Accounts 
ESCB European System of Central Banks 
EU European Union 

Eurostat Statistical Office of the European Union 
FESE Federation of European Securities Exchanges 


FDI 

Foreign direct investment 

FGS 

FSA 

FSAP 

GDP 

HICP 

HFSA 

KNF 

MFI 

MIP 

MTO 

NCBs 

NEER 

NIK 

NPL 

OJ 

OJE 

PIT 

PPS 

PPP 

R&D 

REER 

SITC 

SKOK 

TEC 

TFEU 

ULC 

VAT 

VSE 

WSE 

ZSE 

Funding for Growth Scheme 

Financial Supervisory Authority 

Financial Sector Action Plan 

Gross domestic product 

Harmonised index of consumer prices 

Hungarian Financial Supervisory Authority 

Komisja Nadzoru Finansowego (Polish Financial Supervision Authority) 

Monetary Financial Institution 

Macroeconomic Imbalance Procedure 

Medium- term objective 

National central banks 

Nominal effective exchange rate 

Najwyzsza Izba Kontroli (Poland's Supreme Chamber of Control) 

Non-performing loans 

Official Journal 

Official Journal Lex 

Personal Income Tax 

Purchasing Power Standard 

Purchasing Power Percentage 

Research and development 

Real effective exchange rate 

Standard International Trade Classification 

Spöldzielcze Kasy Oszcz^dnosciowo-Kredytowe (Credit Union) 

Treaty establishing the European Community 

Treaty on the Functioning of the European Union 

Unit labour costs 

Value added tax 

Vilnius Stock Exchange 

Warsaw Stock Exchange 

Zagreb Stock Exchange 
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1. PURPOSE OF THE REPORT 

Article 140(1) of the Treaty on the Functioning of the European Union (hereafter 
TFEU) requires the Commission and the European Central Bank (ECB) to report to 
the Council, at least once every two years, or at the request of a Member State with a 
derogation\ on the progress made by the Member States in fulfilling their obligations 
regarding the achievement of economic and monetary union. The latest Commission 
and ECB Convergence Reports relating to all Member States with a derogation were 
adopted in May 2012^. 

The 2014 Convergence Report covers the following eight Member States with a 
derogation: Bulgarin, the Czech Republic, Croatia, Lithuania, Hungary, Poland, 
Romania and Sweden^. A more detailed assessment of the state of convergence in 
these Member States is provided in a Technical Annex to this Report (SWD(2014) 
177). At the time of the Convergence Report in 2012, Member States had shown 
uneven progress with convergence, as many of them were undergoing significant 
adjustments of previously accumulated macroeconomic imbalances, against the 
background of the economic and financial crisis. The present examination takes 
place in a still difficult extemal environment, though with a generally stronger 
recovery in Member States with a derogation and lower risk perception by financial 
markets. 

The content of the reports prepared by the Commission and the ECB is govemed by 
Article 140(1) of the TFEU. This Article requires the reports to include an 
examination of the compatibility of national legislation, including the Statutes of the 
national central bank, with Articles 130 and 131 of the TFEU and the Statute of the 
European System of Central Banks and of the European Central Bank (hereafter 
ESCB/ECB Statute). The reports must also examine whether a high degree of 
sustainable convergence has been achieved in the Member State concemed by 
reference to the fulfilment of the convergence criteria (price stability, public 
finances, exchange rate stability, long-term interest rates), and by taking account of 
other factors mentioned in the final sub-paragraph of Article 140(1) of the TFEU. 
The four convergence criteria are developed in a Protocol annexed to the Treaties 
(Protocol No 13 on the convergence criteria). 

The economic and financial crisis along with the recent euro-area sovereign debt 
crisis, has exposed gaps in the economic govemance System of the Economic and 
Monetary Union (EMU) and showed that its existing instruments need to be used 
more comprehensively. With the aim of ensuring a sustainable functioning of EMU, 
an Overall strengthening of economic govemance in the Union has been undertaken 
since then. The assessment of convergence is thus aligned with the broader 
"European Semester" approach which takes an integrated and upstream look at the 
economic policy challenges facing the EMU in ensuring fiscal sustainability, 
competitiveness, financial market stability and economic growth. The key 
innovations in the area of govemance reform, reinforcing the assessment of each 


^ The Member States that have not yet flilfilled the neeessary conditions for the adoption of the euro are referred to as "Member States 
with a derogation". Denmark and the United Kingdom negotiated opt-out arrangements before the adoption of the Maastricht Treaty and 
do not participate in the third stage of EMU. 

^ In 2013, the Commission and ECB prepared Convergence Reports on Latvia, following the request of the national authorities. Latvia 
adopted the euro on 1 January 2014. 

^ Denmark and the United Kingdom have not expressed an intention to adopt the euro and are therefore not covered in the assessment. 
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Member States' convergence process and its sustainability, include inter alia the 
strengthening of the excessive deficit procedure by the 2011 reform of the Stability 
and Growth Pact and new Instruments in the area of surveillance of macroeconomic 
imbalances. In particular, this report takes into account the assessment of the 2014 
Convergence Programmes and the findings under the Alert Mechanism Report of the 
Macroeconomic Imbalances Procedure^. 

Convergence criteria 

The examination of the compatibility of national legislation, including the Statutes of 
the national central bank, with Article 130 and with the compliance duty under 
Article 131 of the TFEU encompasses an assessment of observance of the 
Prohibition of monetary financing (Article 123) and the prohibition of privileged 
access (Article 124); consistency with the ESCB's objectives (Article 127(1)) and 
tasks (Article 127(2)) and other aspects relating to the Integration of the national 
central bank into the ESCB at the moment of the euro adoption. 

The price stability criterion is defined in the first indent of Article 140(1) of the 
TFEU: ''the achievement of a high degree of price stability [..f will be apparent 
from a rate of Inflation which is close to that of at most, the three best performing 
Member States in terms of price stability 

Article 1 of the Protocol on the convergence criteria further stipulates that "the 
criterion on price stability [..f shall mean that a Member State has a price 
performance that is sustainable and an average rate of inflation, observed over a 
period of one year before the examination, that does not exceed by more than 1.5 
percentage points that of at most, the three best-performing Member States in terms 
of price stability. Inflation shall be measured by means of the consumer price index 
on a comparable basis, taking into account differences in national deflnitions''^ . The 
requirement of sustainability implies that the satisfactory inflation performance must 
essentially be attributable to the behaviour of input costs and other factors 
influencing price developments in a structural manner, rather than the influence of 
temporary factors. Therefore, the convergence examination includes an assessment 
of the factors that have an impact on the inflation outlook and is complemented by a 
reference to the most recent Commission Services' forecast of inflation^. Related to 
this, the report also assesses whether the country is likely to meet the reference value 
in the months ahead. 

The inflation reference value was calculated to be 1.7% in April 2014, with Latvia, 
Portugal and Ireland as the three 'best-performing Member States'^. 

It is warranted to exclude from the 'best performers' countries whose inflation rates 
could not be seen as a meaningful benchmark for other Member States^. Such 


^ The Commission published its third Alert Meehanism Report (AMR) in November 2013 and the conelusions of the eorresponding in- 
depth reviews in March 2014. 

^ For the purpose of the criterion on price stability, inflation is measured by the Harmonised Index of Consumer Prices (HICP) defined in 
Council Regulation (EC) No 2494/95. 

^ All forecasts for inflation and other variables in the current report are from the Commission Services' 2014 Spring Forecast. The 
Commission Services' forecasts are based on a set of common assumptions for extemal variables and on a no-policy change assumption 
while taking into consideration measures that are known in sufficient detail. 

^ The cut-off date for the data used in this report is 15 May 2014. 

^ The use of the term 'best performer in terms of price stability' should be understood in the meaning of Article 140(1) of the TFEU and is 

not intended to represent a general qualitative judgement about the economic performance of a Member State. 
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outliers were in the past identified in the 2004, 2010 and 2013 Convergence 
Reports^. At the current juncture, it is warranted to identify Greece, Bulgaria and 
Cypms as outliers, as their inflation rates deviated by a wide margin from the euro 
area average and including them would unduly affect the reference value and thus the 
faimess of the criterion^^. In case of Greece and Cypms, negative inflation mainly 
reflected the severe adjustment needs and exceptional Situation of the economy. In 
case of Bulgaria, it was due to an unusually strong combination of disinflationary 
factors, inter alia, a good harvest, administrative energy price reductions and 
declining import prices. Against this background, Latvia, Portugal and Ireland, the 
Member States with the next-lowest average inflation rates, are used for the 
calculation of the reference value. 

The convergence criterion dealing with public finances is defined in the second 
indent of Article 140(1) of the TFEU as '‘the sustainability of the government 
financial position: this will be apparent from having achieved a government 
budgetary position without a deficit that is excessive as determined in accordance 
with Article 126(6)”. Furthermore, Article 2 of the Protocol on the convergence 
criteria States that this criterion means that “at the time of the examination the 
Member State is not the subject of a Council decision ander Article 126(6) of the said 
Treaty that an excessive deficit exists”. As part of an overall strengthening of 
economic govemance in EMU, the secondary legislation related to public finances 
was enhanced in 2011, including the new regulations amending the Stability and 
Growth Pact^\ 

The TFEU refers to the exchange rate criterion in the third indent of Article 140(1) 
as “the observance of the normal fiuctuation margins provided for by the exchange- 
rate mechanism of the European Monetary System, for at least two years, without 
devaluing against the euro 

Article 3 of the Protocol on the convergence criteria stipulates: “The criterion on 
participation in the exchange rate mechanism of the European Monetary System (...) 
shall mean that a Member State has respected the normal fiuctuation margins 
provided for by the exchange-rate mechanism of the European Monetary System 
without severe tensions for at least the last two years before the examination. In 
particular, the Member State shall not have devalued its currency 's bilateral central 
rate against the euro on its own initiative for the same period”^^. 

The relevant two-year period for assessing exchange rate stability in this report is 16 
May 2012 to 15 May 2014. In its assessment of the exchange rate stability criterion, 
the Commission takes into account developments in auxiliary indicators such as 
foreign reserve developments and short-term interest rates, as well as the role of 


^ Lithuania, Ireland and Greece, respectively. 

In April 2014, the 12-month average inflation rate of Greece, Bulgaria and Cypms were respectively -1.2%, -0.8% and -0.4% and that of 
the euro area 1.0%. 

A directive on minimum requirements for national budgetary frameworks, two new regulations on macroeconomic surveillance and 
three regulations amending the Stability and Growth Pact (SGP) entered into force on 13 December 2011 (one out of two new 
regulations on macroeconomic surveillance and one out of three regulations amending the SGP include new enforcement mechanisms 
for euro-area Member States). Besides the operationalisation of the debt criterion in the Excessive Deficit Procedure, the amendments 
introduced a number of important novelties in the Stability and Growth Pact, in particular an expenditure benchmark to complement the 
assessment of progress towards the country-specific medium-term budgetary objective. 

In assessing compliance with the exchange rate criterion, the Commission examines whether the exchange rate has remained close to the 
ERM II central rate, while reasons for an appreciation may be taken into account, in accordance with the Common Statement on 
Acceding Countries and ERM2 by the Informal ECOFIN Council, Athens, 5 April 2003. 
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policy measures, including foreign exchange interventions, and international 
financial assistance wherever relevant, in maintaining exchange rate stability. 

The fourth indent of Article 140(1) of the TFEU requires ‘‘the durability of 
convergence achieved by the Member State with a derogation and of its participation 
in the exchange rate mechanism being reflected in the long-term interest rate 
levels Article 4 of the Protocol on the convergence criteria further stipulates that 
''the criterion on the convergence of interest rates (...) shall mean that, observed 
over a period of one year before the examination, a Member State has had an 
average nominal long-term interest rate that does not exceed by more than 2 
percentage points that of at most, the three best-performing Member States in terms 
of price stability. Interest rates shall be measured on the basis of long-term 
government bonds or comparable securities, taking into account differences in 
national definitions 

The interest rate reference value was calculated to be 6.2% in April 2014^^. 

Article 140(1) of the TFEU also requires an examination of other factors relevant to 
economic integration and convergence. These additional factors include financial and 
product market integration, the development of the balance of payments on current 
account and the development of unit labour costs and other price indices. The latter 
are covered within the assessment of price stability. The additional factors are 
important indicators that the integration of a Member State into the euro area would 
proceed without difficulties and broadens the view on sustainability of convergence. 


2. BULGARIA 

In the light of its assessment on legal compatibility and on the fulfilment of the 
convergence criteria, and taking into account additional relevant factors, the 
Commission considers that Bulgaria does not fulfil the conditions for the 
adoption of the euro. 

Legislation in Bulgaria - in particular the Law on the Bulgarian National Bank - is 
not fully compatible with the compliance duty under Article 131 of the TFEU. 
Incompatibilities and imperfections exist in the fields of central bank independence, 
the Prohibition of monetary financing and central bank integration into the ESCB at 
the time of euro adoption with regard to the tasks laid down in Article 127(2) of the 
TFEU and Article 3 of the ESCB/ECB Statute. 

Bulgaria fulfils the criterion on price stability. In Bulgaria, 12-month average 
infiation was above the reference value at the last convergence assessment in 2012. 
The average infiation rate in Bulgaria during the 12 months to April 2014 was -0.8%, 
well below the reference value of 1.7%. It is projected to remain well below the 
reference value in the months ahead. 

Annual HICP infiation declined from its peak in September 2012, tuming negative in 
the second half of 2013 and the first months of 2014. The fall in infiation has been 
broad-based, but largely driven by declining import prices, decreases in 


The reference value for April 2014 is calculated as the simple average of the average long-term interest rates of Latvia (3.3%), Portugal 
(5.8%) and Ireland (3.5%), plus two percentage points. 
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administratively set energy prices and a good agricultural harvest. In April 2014, 
annual HICP Inflation stood at -1.3%. 

Inflation is expected to pick up slowly in the second half of 2014, with the fading of 
base effects from favourable energy and food price developments. Accordingly, the 
Commission Services' 2014 Spring Forecast projects annual average Inflation 
at -0.8% in 2014 and 1.2% in 2015. The relatively low price level in Bulgaria (47% 
of the euro-area average in 2012) suggests significant potential for further price level 
convergence in the long term. 


Graph 2a: Bulgaria - Inflation criterion since 2008 

(percent, 12-month moving average) 



Bulgaria O Reference value 

Note: The dots in December2014 show the projected 
reference value and 12-month average Inflation in the country. 
Sources: Eurostat, Commission Services' Spring 2014 Forecast. 


Bulgaria fulfils the criterion on public finances. Bulgaria is not the subject of a 
Council Decision on the existence of an excessive deficit. The general govemment 
deficit feil from 2.0% of GDP in 2011 to 0.8% in 2012, supported by higher 
revenues-to-GDP. The deficit-to-GDP ratio was 1.5% in 2013 and according to the 
Commission Services' 2014 Spring Forecast, it is projected to increase to 1.9% of 
GDP in 2014 and to decrease slightly to 1.8% in 2015, under a no-policy-change 
assumption, supported by the economic recovery. The gross public debt ratio 
remained low at 18.9% of GDP in 2013 and it is projected to increase to 23.1% of 
GDP in 2014 and to abate to 22.7% of GDP in 2015. (*) 

Graph 2b: Bulgaria - Government budget balance and debt 



2008 2009 2010 2011 2012 2013 2014(*) 2015n 


Government balance (Ihs) Cyclically-adjusted balance (Ihs) Gross debt (rhs) 

(*) Commission Services' Spring 2014 Forecast. 

Source: Eurostat, Commission Services. 
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Bulgaria does not fulfil the exchange rate criterion. The Bulgarian lev is not 

participating in ERM 11. The BNB pursues its primary objective of price stability 
through an exchange rate anchor in the context of a Currency Board Arrangement 
(CBA). Bulgaria introduced its CBA on 1 July 1997, pegging the Bulgarian lev to the 
German mark and later the euro. Additional indicators, such as developments in 
foreign exchange reserves and short-term interest rates, suggest that investors' risk 
perception towards Bulgaria has remained favourable. A sizeable official reserves 
buffer continues to underpin the resilience of the CBA. Düring the two-year 
assessment period, the Bulgarian lev remained fully stable vis-ä-vis the euro, in line 
with the Operation of the CBA. 

Bulgaria fulfils the criterion on the convergence of long-term interest rates. The 

average long-term interest rate in Bulgaria in the year to April 2014 was 3.5%, well 
below the reference value of 6.2%. It was also below the reference value at the time 
of the last convergence assessment in 2012. It declined from above 5% in early 2012 
to around 3.5% by mid-2013. Yield spreads vis-ä-vis the euro-area long-term 
benchmark bonds^^ declined significantly in the second half of 2012, as Bulgarian 
bond yields feil with the calming of financial market tensions in the region. The 
spread against the German benchmark bond widened slightly to some 200 basis 
points in early 2014. 

Additional factors have also been examined, including balance of payments 
developments and Integration of labour, product and financial markets. Bulgaria's 
extemal balance recorded a significant surplus in 2013. The trade balance 
deteriorated slightly from 2011 to 2013, but this was more than offset by 
improvements in the income account and current transfers. The Bulgarian economy 
is well integrated to the euro area through trade and Investment linkages. On the 
basis of selected indicators relating to the business environment, Bulgaria performs 
worse than most euro-area Member States. Bulgaria's financial sector is well 
integrated with the EU financial sector, in particular through a high level of foreign 
ownership in its banking System. In the context of the Macroeconomic Imbalance 
Procedure, Bulgaria was subject to an in-depth review, which found that Bulgaria 
continues to experience macroeconomic imbalances, which require monitoring and 
policy action. 


3. THE CZECH REPUBLIC 

In the light of its assessment on legal compatibility and on the fulfilment of the 
convergence criteria, and taking into account the additional relevant factors, the 
Commission considers that the Czech Republic does not fulfil the conditions for 
the adoption of the euro. 

Legislation in the Czech Republic - in particular the Czech National Council Act 
No. 6/1993 Coli, on the Czech National Bank (the CNB Law) - is not fully 
compatible with the compliance duty under Article 131 of the TFEU. 
Incompatibilities concem the independence of the central bank and central bank 
Integration in the ESCB at the time of euro adoption with regard to the CNB's 


Countries' long-term interest spreads vis-ä-vis the euro-area long-term benehmark bonds (n.b. the German benehmark bond is used as a 
proxy for the euro area) are computed using the monthly series "EMU eonvergenee eriterion bond yields" published by Eurostat. The 
series is also published by the ECB under the name "Harmonised long-term interest rate for eonvergenee assessment purposes". 
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objectives and the ESCB tasks laid down in Article 127(2) of the TFEU and Article 3 
of the ESCB/ECB Statute. In addition, the CNB Law also contains imperfections 
relating to the prohibition of monetary financing and the ESCB tasks. 

The Czech Republic fulfils the criterion on price stability. In the Czech Republic, 
12-month average Inflation was below the reference value at the time of the last 
convergence assessment in 2012. The average Inflation rate in the Czech Republic 
during the 12 months to April 2014 was 0.9%, below the reference value of 1.7%. It 
is projected to fall well below the reference value in the months ahead. 

Annual HICP inflation in the Czech Republic increased above the euro-area inflation 
in 2012, largely due to an increase in the lower VAT rate while higher energy and 
food prices in global commodity markets were also passed through into consumer 
prices. Inflation moderated significantly throughout 2013 as pressures stemming 
from energy prices gradually eased off and growth in prices of Services became 
subdued. Lack of demand pressures, reflecting the economic downtum, also 
contributed to the moderate price growth. Annual HICP inflation hovered dose to 
0.3% in early 2014. 

Inflation is projected to pick up in the second half of 2014 on account of the 
significant weakening of the koruna in late 2013. Stronger domestic demand is then 
expected to stoke up inflation in 2015. On this basis, the Commission Services' 
Spring 2014 Forecast projects annual HICP inflation to average 0.8% in 2014 and 
1.8% in 2015. The price level in the Czech Republic (about 71% of the euro-area 
average in 2012) suggests potential for price level convergence in the long term. 


Graph 3o: Czech Republic - Inflation criterion since 2008 

(percent, 12-nnonth moving average) 



Czech Republic O Reference value 

Note: The dots in December 2014 show the projected 
reference value and 12-month average inflation in the country. 
Sources: Eurostat, Commission Services' Spring 2014 Forecast. 


If the Coundl deddes to abrogate its excessive defidt procedure, the Czech 
Republic will fulfil the criterion on public finances. The Czech Republic is at 
present the subject of a Council Decision on the existence of an excessive deficit 
(Council Decision of 2 December 2009)^^. The Council recommended the Czech 
Republic to correct the excessive deficit by 2013. The general govemment deficit in 
the Czech Republic declined to 1.5% of GDP in 2013. According to the Commission 
Services' 2014 Spring Forecast, which is based on a no-policy-change assumption. 


Decision 2010/284/EU(OJL 125, 21.5.2010, p. 36-37). 
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the deficit-to-GDP ratio will amount to 1.9% in 2014 and 2.4% in 2015, while 
general govemment debt is expected to remain broadly stable at 45.8% of GDP in 
2015. 

In view of these developments and the Commission Services' 2014 Spring Forecast, 
the Commission considers that the excessive deficit has been corrected with a 
credible and sustainable reduction of the budget deficit below 3% of GDP. The 
Commission is therefore recommending that the Council abrogate the decision on the 
existence of an excessive deficit for the Czech Republic. 


Graph 3b: Czech Rep. - Government budget balance and debt 

Inverted scale (jn percent of GDP) 



Government balance (Ihs) Cyclically-adjusted balance (Ihs) Gross debt (rhs) 


(*) Commission Services' Spring 2014 Forecast. 
Source: Eurostat, Commission Services. 


The Czech Republic does not fulfil the exchange rate criterion. The Czech koruna 
is not participating in ERM II. The Czech Republic operates a floating exchange rate 
regime, allowing for foreign exchange market interventions by the central bank. 
From early 2010 until late 2013, the exchange rate of the Czech koruna against the 
euro remained broadly stable, predominantly trading between 24 and 26 CZK/EUR. 
On 7 November 2013, the CNB announced that it would intervene on the foreign 
exchange market to weaken the koruna, so that its exchange rate against the euro was 
above 27 CZK/EUR. As a result, the koruna swiftly weakened from below 26 
CZK/EUR to above 27 CZK/EUR and then continued to trade close to 27.4 
CZK/EUR in early 2014. Düring the two years before this assessment, the koruna 
depreciated against the euro by almost 1 1%. 

The Czech Republic fulfils the criterion on the convergence of long-term 
interest rates. The Czech 12-month average interest rate was below the reference 
value at the time of the last convergence assessment in 2012. The average long-term 
interest rate in the Czech Republic in the year to April 2014 was 2.2%, well below 
the reference value of 6.2%. Following a protracted downward trend, long-term 
interest rates in the Czech Republic declined from above 5% in mid-2009 to below to 
below 2 % in late 2012. At the same time, the spread against the German long-term 
benchmark bond narrowed to below 100 basis points. Long-term spreads remained 
broadly stable in 2013, oscillating around 50 basis points, as yields increased 
somewhat in both the Czech Republic and Germany. The spread against the German 
benchmark bond widened to about 70 basis points in early 2014. 
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GDP in 2010 to a surplus of 0.5% of GDP in 2013, mainly as a result of the 
increased trade surplus. The Czech economy is highly integrated into the euro area 
through trade and Investment linkages. On the basis of selected indicators relating to 
the business environment, the Czech Republic performs worse than most euro-area 
Member States. The Czech financial sector is highly integrated into the EU financial 
sector, in particular through a high degree of foreign ownership of financial 
intermediaries. In the context of the Macroeconomic Imbalance Procedure, the Czech 
Republic has not been subject to an in-depth review. 


4. CROATIA 

In the light of its assessment on legal compatibility and on the fulfilment of the 
convergence criteria, and taking into account the additional relevant factors, the 
Commission considers that Croatia does not fulfil the conditions for the 
adoption of the euro. 

Legislation in Croatia is fully compatible with the compliance duty under Article 
131 ofthe TFEU. 

Croatia fulfils the criterion on price stability. In Croatia, the average inflation rate 
during the 12 months to April 2014 was 1.1%, below the reference value of 1.7%. It 
is expected to remain below the reference value in the months ahead. 

Annual HICP inflation has slowed down significantly during the past 1 1/2 years from 
above 4% in the second half of 2012 to around zero in spring 2014. The decline in 
inflation has reflected lower energy and food prices on global commodity markets, 
the fading of the impact of earlier increases in administered prices, and 
disinflationary effects from the protracted recession. In April 2014, annual inflation 
stood at -0.1%. 

Inflation is projected to remain subdued throughout 2014, in the context of weak 
domestic demand, unfavourable labour market developments and high deleveraging 
needs of the private and the public sector. The Commission Services' 2014 Spring 
Forecast projects annual HICP inflation to average 0.8% in 2014 and 1.2% in 2015. 
The price level in Croatia (about 69% of the euro-area average in 2012) suggests 
potential for further price level convergence in the long-run. 
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Graph 4o: Croatia - Inflation criterion since 2008 

(percent, 12-nnonth moving average) 



Croatia O Reference value 

Note: The dots in Decennber 2014 show the projected 
reference value and 12-nnonth average Inflation in the country. 
Sources: Eurostat, Commission Services' Spring 2014 Forecast. 


Croatia does not fulfil the criterion on public finances. Croatia is at present the 
subject of a Council Decision on the existence of an excessive deficit (Council 
Decision of 28 January 2014), which the Council recommended to correct by 2016. 
The general govemment deficit-to-GDP ratio reached 4.9% in 2013, slightly down 
from 5% in 2012. The Commission Services' 2014 Spring Forecast projects the 
deficit to decline to 3.8% of GDP in 2014 and 3.1% of GDP in 2015. The general 
govemment debt-to-GDP ratio is projected to increase throughout the forecast 
horizon, from 67.1% in 2013 to 69.2% in 2015. 


Graph 4b: Croatia - Government budget balance and debt 

inverted scale (jn percent of GDP) 



2008 2009 2010 2011 2012 2013 2014(*) 2015(*) 


Government balance (Ihs) Cyclically-adjusted balance (Ihs) Gross debt (rhs) 

(*) Commission Services' Spring 2014 Forecast. 

Source: Eurostat, Commission Services. 


Croatia does not fulfil the exchange rate criterion. The Croatian kuna is not 
participating in ERM II. Croatia operates a tightly-managed floating exchange rate 
regime, allowing for foreign exchange market intervention by the central bank. 
Düring the past two years, the kuna has remained broadly stable against the euro, its 
anchor currency, fluctuating between 7.4 and 7.7 HRK/EUR. The marginal 
depreciation of the kuna against the euro in recent years has reflected poor domestic 
economic developments and unfavourable extemal conditions, while intra-year 
volatility has been related to the seasonality of tourism revenues. 

Croatia fulfils the criterion on the convergence of long-term interest rates. The 

average long-term interest rate in Croatia, as reflected by the secondary market yield 
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on a single benchmark bond with a residual maturity of about 6 years, was 4.8% in 
the year to April 2014, below the reference value of 6.2%. It declined from close to 
7% in mid-2012 to around 4.6% in autumn 2013, before increasing slightly in early 
2014. In the absence of a kuna-denominated sovereign bond with longer maturity, 
yield developments should be interpreted with great caution. The yield spread against 
the German benchmark bond with 6-year maturity stood at around 370 basis points in 
April 2014. 

Additional factors have also been examined, including balance of payments 
developments and Integration of labour, product and financial markets. Croatia’s 
extemal balance improved considerably in recent years, tuming into a surplus of 
1.2% of GDP in 2013, mainly on account of Import compression. The Croatian 
economy is integrated into the euro area through trade and investment linkages, 
although links to global supply chains have remained weak. On the basis of selected 
indicators relating to the business environment, Croatia performs worse than most 
euro-area Member States. The financial sector is highly integrated into the euro area 
through foreign ownership of domestic banks. Croatia was subject to an in-depth 
review in the context of the Macroeconomic Imbalance Procedure, which concluded 
that the country is experiencing excessive macroeconomic imbalances, which require 
specific monitoring and strong policy action. In particular, policy action is required 
in view of the vulnerabilities arising from sizeable extemal liabilities, declining 
export performance, highly leveraged firms and fast-increasing general govemment 
debt. 


5. LITHUANIA 

In the light of its assessment on legal compatibility and on the fulfilment of the 
convergence criteria, and taking into account the additional relevant factors, the 
Commission considers that Lithuania fulfils the conditions for the adoption of 
the euro. 

Legislation in Lithuania is fully compatible with the compliance duty under 
Article 131 ofthe TFEU. 

Lithuania fulfils the criterion on price stability. In Lithuania, I2-month average 
inflation was above the reference value at the last convergence assessment in 2012. 
The average inflation rate in Lithuania during the 12 months to April 2014 was 0.6%, 
well below the reference value of 1.7%. It is projected to remain below the reference 
value in the months ahead. 

After a peak of annual HICP inflation at 10% in 2008, the economic recession and 
significant nominal wage adjustment led to moderating inflation in 2009 and 2010. 
Inflation accelerated again to 4.1% on average in 2011 on the back of higher 
Commodity prices and economic recovery. It has thereafter broadly followed a 
declining trend, induced by lower inflation of energy and processed food prices, 
which was also supported by continuing wage restraint in the economy. Inflation 
moderated to 3.2% in 2012 and 1.2% in 2013. 

Annual HICP inflation is expected to be 1.0% on average in 2014 according to the 
Commission Services' 2014 Spring Forecast, reflecting mainly favourable food and 
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energy price developments. It is projected to pick up in 2015 to 1.8%, in the context 
of improving domestic demand. The relatively low price level in Lithuania (around 
63% of the euro-area average in 2012) suggests potential for further price level 
convergence in the long term. 

Sustainable convergence implies that the respect of the reference value is the result 
of underlying fundamentals rather than temporary factors. An analysis of underlying 
fundamentals and the fact that the reference value has been met by a comfortable 
margin Support a positive assessment on the fulfilment of the price stability criterion. 

Longer-term inflation prospects will hinge in particular on wages growing in line 
with productivity. As Lithuania is still a catching-up economy, wages are expected to 
grow faster than in most advanced euro-area members. However, risks to price 
stability from catching-up related price adjustment are limited by the recently 
demonstrated flexibility of the labour market and wage-setting mechanisms which 
should ensure that labour costs are aligned with productivity. They are also contained 
by the country's significant progress in implementing the EU Services directive and 
low market entry costs, which keep competitive pressures high, as witnessed by 
recent new entries in the retail market. A shortage of well-qualified labour in the 
medium term could drive up wages relative to productivity. Addressing the 
remaining bottlenecks will be important in limiting any tightening of the labour 
market. Diversification of supplies and more competitive markets would also Support 
favourable price developments in the energy sector. 

Graph 5a: Lithuania - Infiation criterion since 2008 

(percent, 12-nnonth moving average) 



Lithuania O Reference value 

Note: The dots in December 2014 show the projected 
reference value and 12-nnonth average inflation in the country. 
Sources: Eurostat, Connmission Services' Spring 2014 Forecast. 


Lithuania fulfils the criterion on public finances. Lithuania is not the subject of a 
Council Decision on the existence of an excessive deficit. The general govemment 
deficit declined from 5.5% of GDP in 2011 to 3.2% in 2012, mainly due to 
expenditure restraint. The deficit-to-GDP ratio was 2.1% in 2013 and according to 
the Commission Services' 2014 Spring Forecast it is projected to remain at 2.1% of 
GDP in 2014 and decline to 1.6% in 2015, under a no-policy-change assumption. 
The general govemment debt is expected to increase from 39.4% of GDP in 2013 to 
41.4% of GDP in 2015. 
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Lithuania has put in place a number of fiscal govemance measures, which should 
Support the longer-term commitment to sound public fmances. In March 2012, 
Lithuania signed the Treaty on Stability, Coordination and Govemance in EMU 
(TSCG), and the respective ratification law was approved by Parliament in 
September 2012. This implies an additional commitment to conduct stability- 
oriented and sustainable fiscal policies. A draft legislative package including a 
constitutional law on the sustainability of general govemment sector finances in 
accordance with the Fiscal Compact has been approved by the govemment mid- April 
and will be voted by Parliament. The National Audit Office would be charged with 
the functions of an independent Fiscal Council. The transposition of the TSCG into 
national law would furthermore Support existing legislation, in particular the Law on 
Fiscal Discipline, adopted in 2007 and applied since 2013. It is based on provisions 
of the Stability and Growth Pact, links an expenditure ceiling to revenues and sets as 
an objective a balanced budget in the medium term as well as long-term 
sustainability. However, it lacks a binding medium-term expenditure framework. 

In addition, amendments of the National Budget Law to implement Council 
Directive 2011/85/EU on requirements for budgetary frameworks of the Member 
States targeting a balanced or surplus position over the cycle came into full force for 
the 2014 budget planning and execution process. These amendments increase the 
govemment's accountability for the Implementation of the multiannual fiscal targets; 
however, the effect of the new law remains to be assessed. 


Graph 5b: Lithuania - Government budget baiance and debt 

Inverted scale (in percent of GDP) 

-10 n r 50 



2008 2009 2010 2011 2012 2013 20140 2015(*) 


Government baiance (Ihs) Cyclically-adjusted baiance (Ihs) Gross debt (rhs) 

(*) Commission Services' Spring 2014 Forecost. 

Source: Eurostat, Commission Services. 


Lithuania fulfils the exchange rate criterion. Lithuania entered ERM II on 28 June 
2004 and has been participating in the mechanism for almost ten years at the time of 
the adoption of this report. Upon ERM II entry, the authorities unilaterally 
committed to maintain the prevailing currency board within the mechanism. The 
currency board remains well supported by foreign exchange reserves. Short-term 
interest differentials vis-ä-vis the euro area have narrowed to very low levels. Düring 
the two-year assessment period, the litas did not deviate from the central rate, and it 
did not experience tensions. 

Lithuania fulfils the criterion on the convergence of long-term interest rates. 

The average long-term interest rate in the year to April 2014 was 3.6%, well below 
the reference value of 6.2%. The average long-term interest rate in Lithuania had 
been below the reference value at the time of the last convergence assessment in 
2012 (5.2%). It gradually declined further to below 4% in 2013, reflecting improved 
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Investor sentiment towards the country supported by increased sovereign credit 
ratings as well as a relatively low domestic Inflation. Although the long-term litas- 
denominated govemment bond market is relatively shallow, the govemment issued 
debt Securities with original maturity of up to 10 years in 2012 and 2013. 

Additional factors have also been examined, including balance of payments 
developments and the Integration of labour, product and financial markets. After 
recording a substantial surplus in 2009, Lithuania's extemal balance (i.e. the 
combined current and Capital account) deteriorated somewhat in 2010, reaching a 
deficit of 1.2% of GDP in 201 1, but it posted surpluses again in 2012 and 2013. The 
income account moved to surplus in 2009, reflecting mainly loan-loss provisions 
made by foreign-owned banks, and retumed to a deficit from 2010 onwards, when 
foreign-owned banks regained profitability. Current transfers and the Capital account 
have consistently recorded significant surpluses, reflecting positive net inflows from 
EU funds and migrant remittances. Net EDI inflows recovered after a collapse in 
2009 and peaked at 3.2% of GDP in 2011, however, they subsided to 0.7% in 2012 
and recovered only somewhat in 2013. A significant decline in the real-effective 
exchange rate in 2009-2011, in particular when deflated by ULC, gave a strong boost 
to Lithuania's cost competitiveness, and Lithuania substantially improved its export 
performance. Following a moderate upward trend, the ULC-deflated REER 
appreciated by about 6% and HICP-deflated by about 3% between mid-2012 and 
April 2014. 

The Lithuanian economy is well integrated into the euro area through both trade and 
Investment linkages. The labour market has demonstrated substantial flexibility, 
although structural unemployment is high. On the basis of selected indicators relating 
to the business environment, Lithuania performs broadly in line with the average of 
euro-area Member States. Lithuania’s financial sector is well integrated into the EU 
financial System as confirmed by the high share of foreign-owned banks. Financial 
Supervision has been strengthened substantially in the recent years. Cooperation with 
home Supervisors has been further enhanced. 


6. HUNGARY 

In the light of its assessment on legal compatibility and on the fulfilment of the 
convergence criteria, and taking into account the additional relevant factors, the 
Commission considers that Hungary does not fulfil the conditions for the 
adoption of the euro. 

Legislation in Hungary - in particular the Act on the Magyar Nemzeti Bank (MNB) 
- is not fully compatible with the compliance duty under Article 131 of the TFEU. 
Incompatibilities notably concem the independence of the MNB, the prohibition of 
monetary fmancing and central bank Integration into the ESCB at the time of euro 
adoption with regard to the ESCB tasks laid down in Article 127(2) of the TFEU and 
Article 3 of the ESCB/ECB Statute. In addition, the Law on the MNB also contains 
an incompatibility and further imperfections relating to MNB integration into the 
ESCB. 

Hungary fulfils the criterion on price stability. In Hungary, 12-month average 
Inflation was above the reference value at the last convergence assessment in 2012. 


16 


Deutscher Bundestag - 18. Wahlperiode 


-37- 


Drucksache 18/1730 


The average inflation rate in Hungary during the 12 months to April 2014 was 1.0%, 
below the reference value of 1.7%. It is projected to remain below the reference 
value in the months ahead. 

Annual inflation peaked in September 2012 before falling sharply in January 2013, 
with the fading of the effect of earlier indirect tax hikes and the Start of a series of 
Utility price reductions. A decline in market energy and food prices also supported 
disinflation, as did weak domestic demand and historically low inflation 
expectations. On the other hand, excise duty increases and some other govemment 
measures had a substantial upward effect on prices. In April 2014, annual HICP 
inflation stood at -0.2%. 

Inflation is projected to increase to 1.0% in 2014 and to 2.8% in 2015 according to 
the Commission Services' 2014 Spring Forecast, mainly due to the fading-away of 
Utility price cuts, less favourable commodity price developments and the gradual 
closing of the output gap. The relatively low price level in Hungary (about 59% of 
the euro-area average in 2012) suggests potential for further price level convergence 
in the long term. 

Graph 6a: Hungary - Inflation criterion since 2008 

(percent, 12-nnonth moving average) 



Hungary O Reference value 

Note: The dots in December 2014 show the projected 
reference value and 12-month average inflation in the country. 
Sources: Eurostat, Connnnission Services' Spring 2014 Forecast. 


Hungary fulfils the criterion on public finances. Hungary is not the subject of a 
Council Decision on the existence of an excessive deficit. The general govemment 
balance, after recording a surplus of 4.3% of GDP in 2011 due to a significant one- 
off Operation, tumed into a deficit of 2.1% of GDP in 2012. The deficit-to-GDP ratio 
reached 2.2% in 2013 and according to the Commission Services' 2014 Spring 
Forecast, it will amount to 2.9% in 2014 and to 2.8% in 2015 under a no-policy- 
change assumption. General govemment debt is projected to increase marginally 
from 79.2% of GDP in 2013 to 79.5% of GDP in 2015. 
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Graph 6b: Hungary - Government budget balance and debt 

Inverted scale (jp percent of GDP) 
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(*) Commission Services' Spring 2014 Forecost. 

Source: Eurostat, Commission Services. 


Hungary does not fulfil the exchange rate criterion. The Hungarian formt is not 
participating in ERM 11. Hungary operates a floating exchange rate regime, allowing 
for foreign exchange market interventions by the central bank. The forint exchange 
rate against the euro has been volatile in recent years. The forint was broadly stable 
against the euro in the second half of 2012, but depreciated by about 6% in early 
2013. Supported by increased Investor interest in EU financial assets and 
improvements in the macroeconomic Situation, the forint strengthened in May and 
remained in the ränge of 290-300 HUF/EUR for the rest of 2013, except for a few 
days ahead of the Fed's September meeting and in late December. The forint has 
remained at levels over 300 HUF/EUR in the first months of 2014, with temporary 
pressures linked mainly to expectations about US monetary policy, the continuation 
of the domestic monetary easing, as well as the political crisis in Ukraine. 

Hungary fulfils the criterion on the convergence of long-term interest rates. The 

average long-term interest rate in the year to April 2014 was 5.8%, below the 
reference value of 6.2%. It was above the reference value at the time of the last 
convergence assessment of Hungary in 2012. The monthly average long-term interest 
rate declined from its peak of 9.5% in early 2012 to close to 5% by May 2013. Long- 
term interest rates rose during the summer of 2013 and in early 2014, but have 
fluctuated generally in a close ränge to their annual average. Long-term spreads vis- 
a-vis the German benchmark bond stood at some 410 basis points in April 2014. 

Additional factors have also been examined, including balance of payments 
developments and Integration of labour, product and financial markets. Hungary's 
extemal surplus has gradually increased each year since 2009. Since 2011, the 
improvement has mainly reflected higher goods trade surpluses and better absorption 
of EU funds. Net FDI inflows remain relatively small. The balance-of-payments 
assistance granted to Hungary by the EU and the IMF in autumn 2008 expired in late 
2010. Although Hungary asked for precautionary balance of payments assistance in 
November 2011, as the country's financial market Situation had stabilised, this 
request was withdrawn in January 2014. The Hungarian economy is highly 
integrated to the euro area through trade and investment linkages. On the basis of 
selected indicators relating to the business environment, Hungary performs worse 
than most euro-area Member States. Hungary's financial sector is well integrated into 
the EU financial System. In the context of the Macroeconomic Imbalance Procedure, 
Hungary was subject to an in-depth review, which found that Hungary continues to 
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experience macroeconomic imbalances, which require monitoring and decisive 
policy action. 


7. POLAND 

In the light of its assessment on legal compatibility and on the fulfilment of the 
convergence criteria, and taking into account the additional relevant factors, the 
Commission considers that Poland does not fulfil the conditions for the adoption 
of the euro. 

Legislation in Poland - in particular the Act on the Narodowy Bank Polski (NBP) 
and the Constitution of the Republic of Poland - is not fully compatible with the 
compliance duty under Article 131 of the TFEU. Incompatibilities concem the 
independence of the central bank, the prohibition of monetary fmancing and central 
bank Integration into the ESCB at the time of euro adoption. In addition, the Act on 
the NBP also contains some imperfections relating to central bank independence and 
the NBP integration into the ESCB at the time of euro adoption. 

Poland fulfils the criterion on price stability. In Poland, 12-month average 
Inflation was above the reference value at the time of the last convergence 
assessment in 2012. The average Inflation rate in Poland during the 12 months to 
April 2014 was 0.6%, well below the reference value of 1.7%. It is expected to 
remain below the reference value in the months ahead. 

Annual HICP inflation declined rapidly from above 4% in the first half of 2012 to 
below 1% in the second quarter of 2013, due to favourable commodity price 
developments as well as an abrupt decrease in the prices of telecommunication 
Services. It remained below 1% during the second half of 2013 and in early 2014, to 
a large extent reflecting low inflationary pressures in global markets and a relatively 
Stahle exchange rate. 

Inflation is expected to increase only gradually to 1.1% in 2014 and 1.9% in 2015 
according to the Commission Services' 2014 Spring Forecast, as the output gap is 
estimated to remain negative. The relatively low price level in Poland (close to 56% 
of the euro-area average in 2012) suggests potential for further price level 
convergence in the long term. 
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Graph 7a: Poland - Inflation criterion since 2008 

(percent, 12-nnonth moving average) 



Poland O Reference value 

Note: The dots in Decennber 2014 show the projected 
reference value and 12-nnonth average Inflation in the country. 
Sources: Eurostat, Commission Services' Spring 2014 Forecast. 


Poland does not fulfil the criterion on public finances. Poland is at present the 
subject of a Council Decision on the existence of an excessive deficit (Council 
Decision of 7 July 2009)^^. The Council recommended Poland to correct the 
excessive deficit by 2012. On 21 June 2013, the Council concluded that Poland had 
taken effective action but adverse economic events with major implications on public 
finances had occurred, and issued revised recommendation under Article 126(7) 
TFEU, in which it recommended that Poland should put an end to the excessive 
deficit Situation by 2014. The Council established the deadline of 1 October 2013 for 
Poland to take effective action. On 10 December 2013, the Council established in 
accordance with Article 126(8) TFEU that Poland had not taken effective action. It 
adopted a new recommendation under Art. 126 (7) TFEU, according to which Poland 
should bring an end to the excessive deficit Situation by 2015 in a credible and 
sustainable manner. 

According to the Commission Services' 2014 Spring Forecast the general govemment 
budget balance is projected to increase from a deficit of 4.3% of GDP in 2013 to a 
surplus of 5.7% of GDP in 2014, largely due to a large, one-off asset transfer from 
the second pension pillar. In 2015, the general govemment budget balance is 
expected to tum negative again, posting a deficit of 2.9% of GDP under ESA95. The 
general govemment debt-to-GDP ratio is forecast to fall from 57% in 2013 to 49.2% 
in 2014, mainly as a result of the transfer of pension fund assets, before increasing to 
50% in 2015. 


Decision 2009/589/EC (OJ L 202, 4.8.2009, p. 46). 
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Graph 7b: Poland - Government budget balance and debt 

Inverted scale (jp percent of GDP) 
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(*) Commission Services' Spring 2014 Forecost. 
Source: Eurostat, Commission Services. 


Poland does not fulfil the exchange rate criterion. The Polish zloty is not 
participating in ERM 11. Poland operates a floating exchange rates regime, allowing 
for foreign exchange market interventions by the central bank. Following a sharp 
depreciation in the second half of 2011 - which induced foreign exchange market 
interventions by the NBP - the zloty' s exchange rate against the euro partially 
recovered in early 2012. The zloty thereafter broadly stabilised and predominantly 
traded in the ränge of 4. 1-4.3 PLN/EUR until early 2014. Compared to April 2012, 
the exchange rate of the zloty against the euro was thus basically unchanged in April 
2014. 

Poland fulfils the criterion on the convergence of long-term interest rates. The 

Polish 12-month average long-term interest rate was exactly at the reference value at 
the time of the last convergence assessment in 2012. The average long-term interest 
rate in the year to April 2014 was 4.2%, well below the reference value of 6.2%. 
Long-term interest rates declined from above 6% in early 2011 to below 4% by end- 
2012, reflecting improved Investor sentiment towards the country as well as a 
substantial fall in domestic inflation. Long-term interest rates increased again during 
the second half of 2013 as risk appetite in global financial markets dwindled. As a 
result, long-term interest rate spreads vis-ä-vis the German benchmark bond hovered 
around 270 basis points in early 2014. 

Additional factors have also been examined, including balance of payments 
developments and Integration of labour, product and financial markets. Poland’ s 
extemal balance improved considerably in recent years, tuming into a surplus of 1% 
of GDP in 2013, driven by a strengthening trade balance. The Polish economy is well 
integrated into the euro area through both trade and investment linkages. On the basis 
of selected indicators relating to the business environment, Poland performs worse 
than most euro-area Member States. Poland's financial sector is well integrated into 
the EU financial System as confirmed by the substantial share of foreign-owned 
banks. In the context of the Macroeconomic Imbalance Procedure, Poland has not 
been subject to an in-depth review. 
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8. ROMANIA 

In the light of its assessment on legal compatibility and on the fulfilment of the 
convergence criteria, and taking into account the additional relevant factors, the 
Commission considers that Romania does not fulfil the conditions for the 
adoption of the euro. 

Legislation in Romania - in particular Law No. 312 on the Statute of the Bank of 
Romania (the BNR Law) - is not fully compatible with the compliance duty under 
Article 131 of the TFEU. Incompatibilities concem the independence of the central 
bank, the prohibition of monetary financing and central bank Integration into the 
ESCB at the time of euro adoption. In addition, the BNR Law contains imperfections 
relating to central bank independence and to central bank Integration in the ESCB at 
the time of euro adoption with regard to the BNR's objectives and the ESCB tasks 
laid down in Article 127(2) of the TFEU and Article 3 of the ESCB/ECB. 

Romania does not fulfil the criterion on price stability. In Romania, 12-month 
average inflation was above the reference value at the last convergence assessment in 
2012. The average inflation rate in Romania during the 12 months to April 2014 was 
2.1%, above the reference value of 1.7%. It is projected to remain above the 
reference value in the months ahead. 

Romania has recorded volatile and elevated inflation rates in recent years. Annual 
inflation peaked at 8.5% in May 201 1 following an increase in the Standard VAT rate 
in mid-2010 and a rise in food prices. It feil significantly during the second half of 
2011 and in early 2012, supported by a good harvest and lower energy commodity 
prices but picked up again in the second half of 2012 and beginning of 2013 due to 
rising food and energy prices. Annual average inflation moderated to just above 3% 
in 2012 and 2013. 

Inflation is expected to be lower in 2014, supported by lower food prices and to pick 
up in 2015 as domestic demand is set to recover. The Commission Services' 2014 
Spring Forecast projects annual HICP inflation to average 2.5% in 2014 and 3.3% in 
2015. The relatively low price level in Romania (around 54% of the euro-area 
average in 2012) suggests significant potential for further price level convergence in 
the long term. 
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Graph 8a: Romania - Inflation criterion since 2008 

(percent, l2-nnonth moving average) 



Romania O Reference value 

Note: The dots in December 2014 show the projected 
reference value and l2-month average Inflation in the country. 
Sources: Eurostat, Commission Services' Spring 2014 Forecast. 


Romania fulfils the criterion on public finances. Romania is not the subject of a 
Council Decision on the existence of an excessive deficit. The general govemment 
deficit declined from 5.5% of GDP in 2011 to 3.0% in 2012, mainly due to 
expenditure restraint but also involving revenue measures. The deficit-to-GDP ratio 
tumed out at 2.3% in 2013 and according to the Commission Services' 2014 Spring 
Forecast, it is projected to decrease further to 2.2% of GDP in 2014 and to 1.9% in 
2015, under a no-policy-change assumption. The general govemment debt is 
expected to increase from 38.4% of GDP in 2013 to 40.1% of GDP in 2015. 

Graph 8b: Romania - Govemment budget balance and debt 

Inverted scale (jn percent of GDP) 
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(*) Commission Services' Spring 2014 Forecast. 

Source: Eurostat, Commission Services. 


Romania does not fulfil the exchange rate criterion. The Romanian leu is not 

participating in ERM II. Romania operates a floating exchange rate regime, allowing 
for foreign exchange market interventions by the central bank. After a strong 
depreciation during the global financial crisis in late 2008 and early 2009, the leu 
broadly stabilised from 2009 until late 2011, supported by the EU-IMF financial 
assistance Programme. The leu's exchange rate against the euro came under 
depreciation pressures during temporary bouts of global risk aversion, especially in 
mid-2012. It firmed somewhat in late 2012 and in early 2013, as foreign interest in 
RON-denominated assets increased. The leu's exchange rate against the euro 
temporarily depreciated in mid-2013 and early 2014, reflecting heightened global 
risk aversion which induced operations by the BNR in the interbank as well as in the 
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foreign exchange market. Düring the two years before this assessment, the leu 
depreciated against the euro by 1.9%. 

Romania fulfils the criterion on the convergence of long-term interest rates. 

Average long-term interest rates in Romania were above the reference value at the 
last convergence assessment in 2012. The average long-term interest rate in Romania 
in the year to April 2014 was 5.3%, below the reference value of 6.2%. Long-term 
interest rates in Romania remained at just above 7% for most of the period 2010- 
2011, before falling in 2012. They declined to around 5.5% by the end of 2012 and 
floated around 5.3% for most of 2013, reflecting improved Investor sentiment 
towards the country. As a result, long-term interest rate spreads vis-ä-vis the German 
benchmark bond declined from above 500 basis points in late 2012 to about 380 
basis points in April 2014. 

Additional factors have also been examined, including balance of payments 
developments and the Integration of labour, product and financial markets. 
Romania's extemal balance (i.e. the combined current and Capital account) improved 
markedly during the global crisis. Romania's extemal deficit narrowed to 3% of GDP 
in 2012 and the extemal balance shifted into surplus in 2013. The narrowing of the 
extemal shortfall reflected, in particular, a lower merchandise trade deficit. Romania 
has been a recipient of international financial assistance since 2009. The first two- 
year Joint EU-IMF financial assistance Programme was followed by a further two 
Joint EU-IMF programmes, granted in 2011 and 2013. Unlike the first Programme, 
both subsequent programmes have been treated as precautionary, and no funding has 
been requested so far. Extemal financing pressures eased further in 2012-2013 amid 
an improvement in the extemal balance and recovery in global risk appetite. The 
Romanian economy is well integrated into the euro area through both trade and 
investment linkages. On the basis of selected indicators relating to the business 
environment, Romania performs worse than most euro-area Member States. 
Romania's financial sector is well integrated into the EU financial System as 
confirmed by the substantial share of foreign-owned banks. In the context of the 
Macroeconomic Imbalance Procedure, Romania has not been subject to an in-depth 
review. 


9. SWEBEN 

In the light of its assessment on legal compatibility and on the fulfilment of the 
convergence criteria, and taking into account the additional relevant factors, the 
Commission considers that Sweden does not fulfil the conditions for the 
adoption of the euro. 

Legislation in Sweden - in particular the Sveriges Riksbank Act, the Instmment of 
Government and the Law on the Exchange Rate Policy - is not fully compatible 
with the compliance duty under Article 131 of the TFEU. Incompatibilities and 
imperfections exist in the fields of independence of the central bank, prohibition of 
monetary financing and central bank Integration into the ESCB at the time of euro 
adoption. 

Sweden fulfils the criterion on price stability. In Sweden, 12-month average 
infiation was below the reference value at the time of the last convergence 
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assessment in 2012. The average inflation rate in Sweden during the 12 months to 
April 2014 was 0.3%, well below the reference value of 1.7%. It is projected to 
remain well below the reference value in the months ahead. 

In recent years, HICP inflation in Sweden feil from an average of 1.4% in 2011 to 
0.9% in 2012, before declining further to 0.4% in 2013. The decline over the last two 
years was driven by the strengthening of the krona and sluggish internal and extemal 
demand, and was broad-based across various goods and Services. In April 2014, 
annual HICP inflation stood at 0.3%. 

On the back of a gradual pick-up in growth, inflation is likely to increase only 
moderately in the course of 2014. No particular upward pressure is foreseen from 
any HICP component and wage developments are projected to remain moderate. The 
Commission Services' 2014 Spring Forecast projects annual average inflation at 0.5% 
in 2014 and 1.5% in 2015. The level of consumer prices in Sweden relative to the 
euro area gradually increased since Sweden joined the EU in 1995, to 126% in 2012. 

Graph 9a: Sweden - Inflation criterion since 2008 

(percent, 12-nnonth moving average) 



Sweden O Reference value 

Note: The dots in December 2014 show the projected 
reference value and 12-month average inflation in the country. 
Sources: Eurostat, Commission Services' Spring 2014 Forecast. 


Sweden fulfils the criterion on public finances. Sweden is not the subject of a 
Council Decision on the existence of an excessive deficit. The general govemment 
balance tumed into a deficit of 0.6% of GDP in 2012 which widened to 1.1% in 

2013. This mainly refiected lacklustre growth and a number of govemment measures 
to Support the economy. According to the Commission Services' 2014 Spring 
Forecast, the govemment deficit is projected to reach 1.8% of GDP in 2014, before 
declining to 0.8% in 2015 under a no-policy-change assumption. The gross public 
debt ratio stood at 40.6% of GDP in 2013 and is projected to increase further in 

2014, reaching 41.6% of GDP, before falling back to 40.4% in 2015. 


25 


Drucksache 18/1730 


-46- 


Deutscher Bundestag - 18. Wahlperiode 


Graph 9b: Sweden - Government budget balance and debt 

Inverted scale (jp percent of GDP) 
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(*) Commission Services' Spring 2014 Forecast. 

Source: Eurostat, Commission Services. 


Sweden does not fulfil the exchange rate criterion. The Swedish krona is not 
participating in ERM 11. Sweden operates a floating exchange rate regime, allowing 
for foreign exchange market interventions by the central bank. Following the strong 
depreciation of the krona against the euro at the onset of the financial crisis in 2008, 
the krona appreciated by some 35% between March 2009 and August 2012, reaching 
a twelve-year high in August 2012. While this appreciation was also a correction of 
the krona's previous weakening, safe-haven flows in the context of the euro-area 
Sovereign debt crisis significantly contributed to it. Düring the two years before this 
assessment, the krona depreciated against the euro by some 2%. 

Sweden fulfils the criterion on the convergence of long-term interest rates. The 

average long-term interest rate in Sweden in the year to April 2014 was 2.2%, well 
below the reference value of 6.2%. The Swedish 12-month average interest rate had 
also been markedly below the reference value at the last convergence assessment in 
2012. Having declined from above 4% in 2008, it bottomed out at some 1.6% 
between October 2012 and May 2013 and has been increasing since then. Yield 
spreads vis-ä-vis German long-term govemment bonds widened between end-2012 
and autumn 2013, as Swedish bond yields increased owing to a partial reversal of 
safe-haven flows from the euro area. The spread against the German benchmark 
bond stood at some 60 basis points in April 2014. 

Additional factors have also been examined, including balance of payments 
developments and Integration of labour, product and financial markets. The surplus 
on Sweden's extemal balance has been on a declining trend since 2007, falling from 
above 9% of GDP in 2007 to 6.6% in 2013, which is partly explained by a structural 
decrease in Sweden's merchandise trade surplus. Sweden's economy is highly 
integrated into the euro area through trade and investment linkages. On the basis of 
selected indicators relating to the business environment, Sweden performs better than 
most euro-area Member States. Sweden's financial sector is well integrated into the 
EU financial sector, especially through inter-linkages in the Nordic-Baltic financial 
cluster. In the context of the Macroeconomic Imbalance Procedure, Sweden was 
subject to an in-depth review in 2014, which found that Sweden continues to 
experience macroeconomic imbalances, which require monitoring and policy action. 
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1 * INTRODUCTION 


1.1. ROLE OFTHEREPORT 

The euro was introduced on 1 January 1999 by 
eleven Member States. The deeision by the 
Couneil (meeting in the eomposition of the Heads 
of State or Government) on 3 May 1998 in 
Brussels on the eleven Member States deemed 
ready to partieipate in the single eurreney had, in 
aeeordanee with the Treaty (Artiele 121(4) 
TEC) (^^), been prepared by the Eeofm Couneil on 
a reeommendation from the Commission. The 
deeision was based on the two Convergenee 
Reports made by the Commission (^^) and the 
European Monetary Institute (EMI), 
respeetively (^^). These reports, prepared in 
aeeordanee with Artiele 121(1) TEC (^^), 
examined whether the Member States satisfied the 
eonvergenee eriteria and met the legal 
requirements. 

Sinee then, Greeee (2001), Slovenia (2007), 
Cyprus and Malta (2008), Slovakia (2009), Estonia 
(2011) and Latvia (2014) have adopted the euro. 

Those Member States whieh are assessed as not 
fulfilling the neeessary eonditions for the adoption 
of the euro are referred to as "Member States with 
a derogation". Artiele 140 of the Treaty lays down 
provisions and proeedures for examining the 
Situation of Member States with a derogation (Box 
1.1). At least onee every two years, or at the 
request of a Member State with a derogation, the 
Commission and the European Central Bank 
(ECB) prepare Convergenee Reports for sueh 
Member States. Denmark and the United Kingdom 
negotiated opt-out arrangements before the 
adoption of the Maastrieht Treaty (^^) and do not 


OJL 139, 11.5.1998, pp. 30-35 

The numbering of Treaty articles cited in this report 
corresponds to the one of the Treaty on the Functioning of 
the European Union (TFEU) except when explicitly 
mentioned. Artiele 121(4) TEC does no longer exist in the 
TFEU, as it refers to the first countries deemed ready to 
adopt the euro on 1 January 1999. 

Report on progress towards convergenee and 
reeommendation with a view to the transition to the third 
Stage of economic and monetary union, COM(l 998) 1999 
final, 25 March 1998. 

(^°) European Monetary Institute, Convergenee Report, March 
1998. 

(^^) The content of this artiele is now included in Artiele 140(1) 
TFEU. 

(^^) Protocol (No 16) on certain provisions relating to 
Denmark, Protocol (No 15) on certain provisions relating 


partieipate in the third stage of EMU. Until these 
Member States indieate that they wish to 
partieipate in the third stage and adopt the euro, 
they are not the subjeet of an assessment as to 
whether they fulfil the neeessary eonditions. 

In 2012, the Commission and the ECB adopted 
their latest regulär Convergenee Reports (^^). At 
that time, none of the Member States assessed was 
deemed to meet the neeessary eonditions for 
adopting the euro. 

On 5 Mareh 2013, Latvia submitted a request for a 
eonvergenee assessment. Following the 
Convergenee Report 2013 on Latvia and on the 
basis of a proposal by the Commission, the Eeofin 
Couneil deeided in July 2013 that Latvia fulfilled 
the neeessary eonditions for adopting the euro as 
of 1 January 2014 

In 2014, two years will have elapsed sinee the last 
regulär reports were prepared. Denmark and the 
United Kingdom have not expressed a wish to 
enter the third stage of EMU. Therefore, this 
eonvergenee assessment eovers Bulgarin, the 
Czeeh Republie, Croatia, Lithuania, Hungary, 
Poland, Romania and Sweden. This Commission 
Staff Working Doeument is a Teehnieal Annex to 
the Convergenee Report 2014 and ineludes a 
detailed assessment of the progress with 
eonvergenee. 

The finaneial and eeonomie erisis, along with the 
reeent euro-area sovereign debt erisis, has exposed 
gaps in the eurrent eeonomie govemanee System of 
the Eeonomie and Monetary Union (EMU) and 
showed that its existing instruments need to be 
used more eomprehensively. With the aim of 
ensuring a sustainable funetioning of EMU, an 
Overall strengthening of eeonomie govemanee in 
the Union has been undertaken. Aeeordingly, this 
Commission Staff Working Doeument makes 
referenees where appropriate to proeedures that 
help to strengthen the assessment of eaeh Member 


to the United Kingdom of Great Britain and Northern 
Ireland. 

(^^) European Commission, Convergenee Report 2012, 
COM(2012) 257 final, 12 May 2010; European Central 
Bank, Convergenee Report 2012, May 2012. 

C) Council Deeision of 9 July 2013 (OJ E 195, 18.7.2013, p. 
24-26). 
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Box LI: Article 140 of the Treaty 

" 1 . At least once every two years, or at the request of a Member State with a derogation, the Commission 
and the European Central Bank shall report to the Couneil on the progress made by the Member States with 
a derogation in fiilfilling their obligations regarding the aehievement of eeonomie and monetary union. 
These reports shall inelude an examination of the eompatibility between the national legislation of eaeh of 
these Member States, ineluding the Statutes of its national eentral bank, and Artieles 130 and 131 and the 
Statute of the ESCB and of the ECB. The reports shall also examine the aehievement of a high degree of 
sustainable eonvergenee by referenee to the fiilfilment by eaeh Member State of the following eriteria: 

— the aehievement of a high degree of priee stability; this will be apparent from a rate of Inflation whieh is 
elose to that of, at most, the three best performing Member States in terms of priee stability, 

— the sustainability of the government finaneial position; this will be apparent from having aehieved a 
government budgetary position without a defieit that is exeessive as determined in aeeordanee with Artiele 
126(6), 

— the observanee of the normal fluetuation margins provided for by the exehange-rate meehanism of the 
European Monetary System, for at least two years, without devaluing against the euro, 

— the durability of eonvergenee aehieved by the Member State with a derogation and of its partieipation in 
the exehange-rate meehanism being refleeted in the long-term interest-rate levels. 

The four eriteria mentioned in this paragraph and the relevant periods over whieh they are to be respeeted 
are developed further in a Protoeol annexed to the Treaties. The reports of the Commission and the 
European Central Bank shall also take aeeount of the results of the Integration of markets, the Situation and 
development of the balanees of payments on eurrent aeeount and an examination of the development of unit 
labour eosts and other priee indiees. 

2. After eonsulting the European Parliament and after diseussion in the European Couneil, the Couneil shall, 
on a proposal from the Commission, deeide whieh Member States with a derogation fulfil the neeessary 
eonditions on the basis of the eriteria set out in paragraph 1 , and abrogate the derogations of the Member 
States eoneemed. 

The Couneil shall aet having reeeived a reeommendation of a qualified majority of those among its members 
representing Member States whose eurreney is the euro. These members shall aet within six months of the 
Couneil reeeiving the Commission's proposal. 

The qualified majority of the said members, as referred to in the seeond subparagraph, shall be defined in 
aeeordanee with Artiele 238(3)(a). 

3. If it is deeided, in aeeordanee with the proeedure set out in paragraph 2, to abrogate a derogation, the 
Couneil shall, aeting with the unanimity of the Member States whose eurreney is the euro and the Member 
State eoneemed, on a proposal from the Commission and after eonsulting the European Central Bank, 
irrevoeably fix the rate at whieh the euro shall be substituted for the eurreney of the Member State 
eoneemed, and take the other measures neeessary for the introduetion of the euro as the single eurreney in 
the Member State eoneemed." 


States' convergence process and its sustainability. 
In particular, it incorporates references to the 
strengthened surveillance of macroeconomic 
imbalances (see sub-section 1.2.6.). 

The remainder of the first chapter presents the 
methodology used for the application of the 
assessment eriteria. Chapters 2 to 10 examine, on a 
country-by-country basis, fulfilment of the 
convergence eriteria and other requirements in the 
Order in whieh they appear in Article 140(1) (see 
Box 1.1). The cut-off date for the Statistical data 


included in this Convergence Report was 15 May 
2014. 


1 .2. APPLICATION OF THE CRITERIA 

In aeeordanee with Article 140(1) of the Treaty, 
the Convergence Reports shall examine the 
eompatibility of national legislation with Artieles 
130 and 131 of the Treaty and the Statute of the 
European System of Central Banks (ESCB) and of 
the European Central Bank. The reports shall also 
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examine the achievement of a high degree of 
sustainable convergence by reference to the 
fulfilment of the four convergence criteria dealing 
with price stability, public fmances, exchange rate 
stability and long term interest rates as well as 
some additional factors. The four convergence 
criteria are developed further in a Protocol 
annexed to the Treaty (Protocol No 13 on the 
convergence criteria). 

1 .2.1 . Compatibility of legislation 

In accordance with Article 140(1) of the Treaty, 
the legal examination includes an assessment of 
compatibility between a Member State ’s 
legislation, including the Statute of its national 
central bank, and Article 130 and 131 of the 
Treaty. This assessment mainly covers three areas. 

• First, the independence of the national central 
bank and of the members of its decision- 
making bodies, as laid down in Article 130, 
must be assessed. This assessment covers all 
issues linked to a national central bank's 
institutional financial independence and to the 
personal independence of the members of its 
decision-making bodies. 

• Second, in accordance with Articles 123 and 
124 of the Treaty, the compliance of the 
national legislation is verified against the 
Prohibition of monetary fmancing and 
privileged access. The prohibition of monetary 
financing is laid down in Article 123(1) of the 
Treaty, which prohibits overdraft facilities or 
any other type of credit facility with the ECB 
or the central banks of Member States in favour 
of Union institutions, bodies, offices or 
agencies, central governments, regional, local 
or other public authorities, other bodies 
governed by public law, or public undertakings 
of Member States; and the purchase directly 
from these public sector entities by the ECB or 
central banks of debt Instruments. As regards 
the prohibition on privileged access, the central 
banks, as public authorities, may not take 
measures granting privileged access by the 
public sector to financial institutions if such 
measures are not based on prudential 
considerations. 

• Third, the integration of the national central 
bank into the ESCB bas to be examined, in 
Order to ensure that at the latest by the moment 
of euro adoption, the objectives of the national 


central bank are compatible with the objectives 
of the ESCB as formulated in Article 127 of the 
Treaty. The national provisions on the tasks of 
the national central bank are assessed against 
the relevant mies of the Treaty and the 
ESCB/ECB Statute. 

1.2.2. Price stability 

The price stability criterion is defined in the first 
indent of Article 140(1) of the Treaty: “the 
achievement of a high degree of price stability [. . .] 
will be apparent from a rate of Inflation which is 
close to that of, at most, the three best performing 
Member States in terms of price stability”. 

Article 1 of the Protocol on the convergence 
criteria further stipulates that “the criterion on 
price stability [...] shall mean that a Member State 
bas a price performance that is sustainable and an 
average rate of Inflation, observed over a period of 
one year before the examination, that does not 
exceed by more than 1.5 percentage points that of, 
at most, the three best performing Member States 
in terms of price stability. Inflation shall be 
measured by means of the consumer price index on 
a comparable basis, taking into account differences 
in national defmitions”. 

Since national consumer price indices (CPIs) 
diverge substantially in terms of concepts, methods 
and practices, they do not constitute the 
appropriate means to meet the Treaty requirement 
that inflation must be measured on a comparable 
basis. To this end, the Council adopted on 23 
October 1995 a framework regulation (^^) setting 
the legal basis for the establishment of a 
harmonised methodology for compiling consumer 
price indices in the Member States. This process 
resulted in the production of the Harmonised 
Indices of Consumer Prices (HICPs), which are 
used for assessing the fulfilment of the price 
stability criterion. Until December 2005, HICP 
series had been based on 1996 as the reference 
period. 

A Commission Regulation (EC) No 1708/2005 
provided the basis for a change of the HICP index 


Council Regulation (EC) No 2494/95 of 23 October 1995 
conceming harmonised indices of consumer prices (OJ L 
257, 27.10.1995, pp. 1-4), amended by Regulations (EC) 
No 1882/2003 and No 596/2009 of the European 
Parliament and of the Council. 
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Box 1.2: Assessment of price stability and the reference value 

The numerical part of the priee stability eriterion implies a eomparison between a Member State's average 
priee performanee and a referenee value. 

A Member State’s average rate of inflation is measured by the pereentage ehange in the unweighted average 
of the last 12 monthly indiees relative to the unweighted average of the 12 monthly indiees of the previous 
period, rounded to one deeimal. This measure eaptures inflation trends over a period of one year as requested 
by the provisions of the Treaty. Using the eommonly used inflation rate - ealeulated as the pereentage ehange 
in the eonsumer priee index of the latest month over the Index for the equivalent month of the previous year - 
would not meet the one year requirement. The latter measure may also vary importantly from month to month 
beeause of exeeptional faetors. 

The reference value is ealeulated as the unweighted average of the average rates of inflation of, at most, the 
three best-performing Member States in terms of priee stability plus 1.5 pereentage points. The outeome is 
rounded to one deeimal. While in prineiple the referenee value eould also be ealeulated on the basis of the 
priee performanee of only one or two best performing Member States in terms of priee stability, it has been 
existing praetiee to seleet the three best performers. Defining the referenee value in a relative way (as 
opposed to a fixed referenee value) allows to take into aeeount the effeets of a eommon shoek that affeets 
inflation rates aeross all Member States. 

As Artiele 140(1) of the Treaty refers to 'Member States' and does not make a distinetion between euro area 
and other Member States, the Convergenee Reports seleet the three best performers from all Member States - 
EU- 15 for the Convergenee Reports before 2004, EU-25 for the reports between 2004 and 2006, EU-27 for 
reports between 2007 and 2013 and EU-28 for the 2014 report. 

The notion of 'best performer in terms of price stability' is not defined explieitly in the Treaty. It is 
appropriate to interpret this notion in a non-meehanieal manner, taking into aeeount the state of the eeonomie 
environment at the time of the assessment. In previous Convergenee Reports, when all Member States had a 
positive rate of inflation, the group of best performers in terms of priee stability naturally eonsisted of those 
Member States whieh had the lowest positive average rate of inflation. In the 2004 report, Lithuania was not 
taken into aeeount in the ealeulation of the referenee value beeause its negative rate of inflation, whieh was 
due to eountry-speeifie eeonomie eireumstanees, was signifieantly diverging from that of the other Member 
States, making Lithuania a de faeto outlier that eould not be eonsidered as 'best performer' in terms of priee 
stability. In 2010, in an environment eharaeterised by exeeptionally large eommon shoeks (the global 
eeonomie and finaneial erisis and the assoeiated sharp fall in eommodity priees), a signifieant number of 
eountries faeed episodes of negative inflation rates (the euro area average inflation rate in Mareh 2010 was 
only slightly positive, at 0.3%). In this eontext, Ireland was exeluded from the best performers, i.e. the only 
Member State whose average inflation rate deviated by a wide margin from that of the euro area and other 
Member States, mainly due to the severe eeonomie downtum in that eountry. In 2013, Greeee was exeluded 
from the best performers, as its inflation rate and profile deviated by a wide margin from the euro area 
average (the eountry's average 12-month inflation was at that time 0.4% and that of the euro area 2.2%, with 
the gap between the two foreeast to inerease fiirther), mainly refleeting the severe adjustment needs and 
exeeptional Situation of the Greek eeonomy. At the eurrent juneture, it is warranted to identify Greeee, 
Bulgaria and Cyprus as outliers, as their inflation rates deviated by a wide margin from the euro area average, 
driven by eountry-speeifie faetors that limit their seope to aet as meaningful benehmarks for other Member 
States. In ease of Greeee and Cyprus, negative inflation mainly refleeted the severe adjustment needs and 
exeeptional Situation of the eeonomy. In ease of Bulgaria, it was due to an unusually strong eombination of 
disinflationary faetors, i.a. a good harvest, administrative energy priee reduetions and deelining import priees. 
In April 2014, the 12-month average inflation rate of Greeee, Bulgaria and Cyprus were respeetively -1.2%, - 
0.8% and -0.4% and that of the euro area 1.0%. 


(Continued on the nexf page) 
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Table l: 

Inflation reference value in previous and current Convergence Reports 


Convergence Report 
adoption dote 

Cut-off month 

Three best 
performers 

Reference 

value 

Euro oreo average 
inflation rote 

1998 

January 1998 

Austria, France, Ireland 

2.7 

1.5 

2000 

March 2000 

Sweden, France, Austria 

2.4 

1.4 

2002 

April 2002 

United Kingdom, France, Luxembourg 

3.3 

2.4 

2004 

August 2004 

Finland, Denmark, Sweden 

2.4 

2.1 

2006 May 

March 2006 

Sweden, Finland, Poland 

2.6 

2.3 

2006 December 

October 2006 

Poland, Finland, Sweden 

2.8 

2.2 

2007 

March 2007 

Finland, Poland, Sweden 

3.0 

2.1 

2008 

March 2008 

Malta, Netherlands, Denmark 

3.2 

2.5 

2010 

March 2010 

Portugal, Estonia, Belgium 

1.0 

0.3 

2012 

March 2012 

Sweden, Ireland, Slovenia 

3.1 

2.8 

2013 

April 2013 

Sweden, Latvia, Ireland 

2.7 

2.2 

2014 

April 2014 

Latvia, Portugal, Ireland 

1.7 

1.0 


1) EU 15 until April 2004; EU25 between May 2004 and December 2006; EU27 between January 2007 and June 2013; EU28 from July 2013 onv 

2) In case of equal rounded average Inflation forseveral potential best performers, the ranking is determined on the basis of unrounded de 

3) Reference values ore only computed at the time of Convergence Reports. All calculations of the reference value 
between the Convergence Reports are purely illustrative. 

4) Measured by the percentage change in the arthmetic average of the latest 12 monthly indices relative to the 
arithmetic average of the 12 monthly indices of the previous period. 

5) Based on revised dato, Germany would replace Luxembourg os one of the three Member States with the lowest 

12-month average Inflation in April 2002. This change would not affect the price and long-term Interest rate reference values in April 2002 

Sources; Eurostat and Commission Services. 


base reference period from 1996=100 to 2005=100 

(“). 

As has been the case in past convergence reports, a 
Member State ’s average rate of inflation is 
measured by the percentage change in the 
arithmetic average of the last 12 monthly indices 
relative to the arithmetic average of the 12 monthly 
indices of the previous period. The reference value 
is calculated as the arithmetic average of the 
average rate of inflation of the three 'best- 
performing Member States in terms of price 
stability' plus 1.5 percentage points. Accordingly, 
the reference value is currently 1.7%, based on the 
data of Latvia (0.1%), Portugal (0.3%) and Ireland 
(0.3%) over the 12-month period covering May 
20 13 -April 2014. Greece, Bulgaria and Cyprus 
were identified as outliers, as their inflation rates 
deviated by a wide margin from the euro area 
average reflecting country-specific economic 
circumstances (see Box 1 .2) 


Commission Regulation (EC) No 1708/2005 of 19 October 
2005 laying down detailed mies for the Implementation of 
Couneil Regulation (EC) No 2494/95 as regards the 
eommon index referenee period for the harmonised index 
of eonsumer priees, and amending Regulation (EC) No 
2214/96. 


The Protocol on the convergence criteria not only 
requires Member States to have achieved a high 
degree of price stability but also calls for a price 
performance that is sustainable. The requirement 
of sustainability aims at ensuring that the degree of 
price stability and inflation convergence achieved 
in previous years will be maintained after adoption 
of the euro. This deserves particular attention in 
the current juncture as the financial turmoil 
exposed unsustainable price developments in many 
EU Member States, including euro area countries, 
in the pre-crisis period. 

Inflation sustainability implies that the satisfactory 
inflation performance must essentially be due to 
the adequate behaviour of input costs and other 
factors influencing price developments in a 
structural manner, rather than reflecting the 
influence of cyclical or temporary factors. 
Therefore, this Technical Annex also takes account 
of the role of the macroeconomic Situation and 
cyclical position in inflation performance, 
developments in unit labour costs as a result of 
trends in labour productivity and nominal 
compensation per head, developments in import 
priees to assess how external price 
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Box 1.3: Excessive deficit procedure 

The excessive deficit procedure is specified in Article 126 of the Treaty, the associated Protocol on the 
excessive deficit procedure and Council Regulation (EC) No 1467/97 on speeding up and clarifying the 
implementation of the excessive deficit procedure (^), which is the “corrective arm” of the Stability and 
Growth Pact. Together, they determine the steps to be followed to reach a Council decision on the existence 
and correction of an excessive deficit, which forms the basis for the assessment of compliance with the 
convergence criterion on the government budgetary position. As part of an overall strengthening of 
economic governance in the Union, Council Regulation (EC) No 1467/97 was amended in 2011. In 
particular, a numerical benchmark was introduced for operationalising the debt criterion in Article 126(2) of 
the Treaty. 

Article 126(1) States that Member States shall avoid excessive government deficits. The Commission is 
required to monitor the development of the budgetary Situation and of the stock of government debt in the 
Member States with a view to identifying gross errors (Article 126(2)). In particular, compliance with 
budgetary discipline is to be examined by the Commission on the basis of the following two criteria: 

• whether the ratio of the planned or actual government deficit to gross domestic product exceeds a 
reference value, specified in the Protocol on the EDP as 3 percent of GDP, unless: 

- either the ratio has declined substantially and continuously and reached a level that comes close to 
the reference value; 

- or, altematively, the excess over the reference value is only exceptional and temporary and the ratio 
remains close to the reference value; 

• whether the ratio of government debt to gross domestic product exceeds a reference value, specified in 
the Protocol on the EDP as 60 percent of GDP, unless the ratio is sufficiently diminishing and 
approaching the reference value at a satisfactory pace. 

According to the Protocol on the excessive deficit procedure, the Commission provides the Statistical data 
for the implementation of the procedure. As part of the application of this Protocol, Member States have to 
notify data on government deficits, government debt, nominal GDP and other associated variables twice a 
year, before 1 April and before 1 October (^). After each reporting date, Eurostat examines whether the data 
are in conformity with ESA95 (^) mies and related Eurostat decisions and, if they are, validates them. 

The Commission is required to prepare a report if a Member State does not fulfil the requirements under one 
or both of the criteria given above (Article 126(3)). The report also has to take into account whether the 
government deficit exceeds government investment expenditure and all other relevant factors. These include 
developments in the medium-term economic position ("^) the medium-term budgetary position of the 
Member State (^), in the medium-term government debt position (^), as well as any other factors which, in 
the opinion of the Member State concemed, are relevant and which the Member State has put forward to the 
Council and the Commission. In that context, particular consideration shall be given to financial 
contributions to fostering international solidarity and achieving the policy goals of the Union, the debt 

C) OJ L 209, 2.8.1997, p. 6. Regulation as amended by Regulation (EC) No 1056/2005 (OJ L 174, 7.7.2005, p. 5). 

(^) Couneil Regulation (EC) No 479/2009 on the applieation of the Protoeol on the exeessive defieit proeedure (OJ L 
145, 10.06.2009, pl). 

(^) European System of National and Regional Aeeounts, adopted by Couneil Regulation (EC) No 2223/96 (OJ L 310, 
30.11.1996, p. 1). Regulation as last amended by Regulation (EC) No 400/2009 of the European Parliament and of 
the Couneil (OJ L 126, 21.5.2009, p. 1 1). 

In partieular, potential growth, ineluding the various eontributions, eyelieal developments, and the private seetor net 
savings position. 

(^) In partieular, the reeord of adjustment towards the medium-term budgetary objeetive, the level of the primary balanee 
and developments in primary expenditure, the implementation of polieies in the eontext of the prevention and 
eorreetion of exeessive maeroeeonomie imbalanees and in the eontext of the eommon growth strategy of the Union, 
as well as the overall quality of publie finanees, in partieular the effeetiveness of national budgetary frameworks. 

(^) In partieular, its dynamies and sustainability, ineluding, risk faetors ineluding the maturity strueture and eurreney 
denomination of the debt, stoek-flow adjustment and its eomposition, aeeumulated reserves and other finaneial assets, 
guarantees, in partieular those linked to the finaneial seetor, and any implieit liabilities related to ageing and private 
debt, to the extent that it may represent a eontingent implieit liability for the government. 

(Continued on the nexf pagej 
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Box (continued) 

incurred in the form of bilateral and multilateral Support between Member States in the eontext of 
safeguarding finaneial stability, and the debt related to finaneial Stabilisation operations during major 
fmaneial disturbanees. 

The Couneil and the Commission shall make a balaneed overall assessment of all the relevant faetors. Those 
faetors shall be taken into aeeount in the steps leading to the deeision on the existenee of an exeessive defieit 
when assessing eomplianee on the basis of the debt eriterion. When assessing eomplianee on the basis of the 
defieit eriterion in a eountry with a debt ratio exeeeding the referenee value, those faetors shall be taken into 
aeeount in the steps leading to the deeision on the existenee of an exeessive defieit subjeet to the double 
eondition that the defieit is elose to the referenee value and its exeess over it is temporary. Due eonsideration 
is foreseen for pension reforms introdueing a multi-pillar System ineluding a mandatory, fully-funded pillar 
and the net eost of the publiely managed pillar. (^) 

In the next Step of the proeedure, the Eeonomie and Finaneial Committee (EFC) formulates an opinion on 
the Commission report, within at most two weeks after its publieation (Artiele 126(4), Artiele 3.1 of 
Regulation 1467/97). If it eonsiders that an exeessive defieit exists or may oeeur, the Commission addresses 
an opinion to the Couneil (Artiele 126(5)). Then, on the basis of a Commission proposal and after an overall 
assessment, whieh ineludes any observation that the eoneerned Member State may have, the Couneil 
deeides, whether an exeessive defieit exists (Artiele 126(6)). Artiele 3.3 of Regulation 1467/97 speeifies that 
any sueh deeision has to be adopted as a rule within four months of the fiseal notifieation dates (1 April, 1 
Oetober). 

If the Couneil deeides that an exeessive defieit exists, it has to issue without delay a reeommendation to the 
Member State eoneerned with a view to eorreeting the defieit within a given period (Artiele 126(7)). 
Aeeording to Regulation 1467/97, the Couneil reeommendation has to speeify when the eorreetion of the 
exeessive defieit should be eompleted, the annual budgetary targets that the Member State eoneerned has to 
aehieve, and has to inelude a maximum deadline of six months for effeetive aetion to be taken by the 
Member State eoneerned. Within this deadline, the Member State eoneerned shall report to the Couneil on 
aetion taken. The report shall inelude targets for govemment expenditure and revenue and for the 
diseretionary measures eonsistent with the Couneil's reeommendation, as well as Information on the 
measures taken and the nature of those envisaged to aehieve the targets. 

If effeetive aetion has been taken in eomplianee with a reeommendation under Artiele 126(7) and, eompared 
with the eeonomie foreeasts underlying the reeommendation, unexpeeted adverse eeonomie events with 
major unfavourable eonsequenees for govemment finanees oeeur subsequent to its adoption, the Couneil 
may deeide, on a reeommendation from the Commission, to adopt a revised reeommendation under the same 
artiele, whieh may notably extend the deadline for the eorreetion of the exeessive defieit by one year as a 
mle. In the ease of severe eeonomie downtum for the euro area or the EU as a whole, the Couneil may also 
deeide, on reeommendation by the Commission, to adopt a revised reeommendation under Artiele 126(7), 
provided that this does not endanger fiseal sustainability in the medium term. 

Where it establishes that there has been no effeetive aetion in response to its reeommendations, the Couneil 
adopts a deeision under Artiele 126(8) on the basis of a Commission reeommendation immediately after the 
expiry of the deadline for taking aetion (or at any time thereafter when monitoring of the aetion taken by the 
Member State indieates that aetion is not being implemented or is proving to be inadequate). The provisions 
of Artiele 126(9 and 11), on enhaneed Couneil surveillanee and ultimately sanetions in ease of non- 
eomplianee, as well as the new enforeement meehanisms introdueed in 2011, are not applieable to Member 
States with a derogation (that is, those that have not yet adopted the euro), whieh is the ease of the Member 
State eonsidered in this report. Following a Couneil deeision establishing, under Artiele 126(8), that the 
Member State did not take effeetive aetion in response to a Couneil reeommendation under Artiele 126(7), 

C) Where the exeess of the defieit over the referenee value refleets the implementation of a pension reform introdueing a 
multi-pillar System that ineludes a mandatory, flilly fimded pillar, the Couneil and the Commission shall also eonsider 
the eost of the reform when deciding on the existenee of an exeessive defieit, as long as the defieit does not 
significantly exceed a level that can be eonsidered elose to the referenee value, and the debt ratio does not exeeed the 
referenee value, provided that overall fiseal sustainability is maintained. 

(Continued on the next pagej 
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ßox (continued) 

When, in the view of the Council, the excessive deficit in the Member State eoneerned has been eorreeted, 
the Couneil abrogates its deeision on the existenee of an exeessive defieit, again on the basis of a 
Commission reeommendation (Artiele 126(12)). 

More Information about the EU fiseal surveillanee framework eould be found in the Vademecum on the 
Stability and Growth Pact, European Eeonomy. Oeeasional Papers. 151 . May 2013: 
http://ee.europa.eu/eeonomy_finanee/publieations/oeeasional_paper/2013/opl51_en.htm 


developments have impacted on domestic 
Inflation. Similarly, the impact of administered 
prices and indirect taxes on headline inflation is 
also considered. 

From a forward-looking inflation perspective, the 
report includes an assessment of medium-term 
prospects for price developments. The analysis of 
factors that have an impact on the inflation outlook 
- cyclical conditions, labour market developments 
and credit growth - is complemented by a 
reference to the most recent Commission Services' 
forecast of inflation. That forecast can 
subsequently be used to assess whether the 
Member State is likely to meet the reference value 
also in the months ahead (^^). Medium-term 
inflation prospects are also assessed by reference 
to the economies' key structural characteristics, 
including the functioning of the labour and product 
markets. 

1.2.3. Public finances 

The convergence criterion dealing with the 
government budgetary position is defined in the 
second indent of Artiele 140(1) of the Treaty as 
“the sustainability of the government financial 
Position: this will be apparent from having 
achieved a government budgetary position without 
a deficit that is excessive as determined in 
accordance with Artiele 126(6)”. Furthermore, 
Artiele 2 of the Protocol on the convergence 
criteria States that this criterion means that “at the 
time of the examination the Member State is not 
the subject of a Council deeision under Artiele 
126(6) of the said Treaty that an excessive deficit 
exists”. 

The convergence assessment in the budgetary area 
is thus directly linked to the excessive deficit 
procedure which is specified in Artiele 126 of the 
Treaty and further clarified in the Stability and 


(^^) Based on the Commission Services' 2014 Spring Forecast, 
the inflation reference value is forecast to stand at 1.8% in 
December 2014. 


Growth Pact (see Box 1.3 for further Information 
on the excessive deficit procedure as strengthened 
by the 2011 reform of the Stability and Growth 
Pact). The details of the excessive deficit 
procedure are defined in Regulation 1467/97 as 
amended in 2005 and 2011 (most recently under 
the "Six-Pack") which sets out the way in which 
government deficit and debt levels are assessed to 
determine whether an excessive deficit exists, 
under artiele 126 of TFEU. The convergence 
assessment in the budgetary area is therefore 
judged by whether the Member State is subject to a 
Council deeision under 126(6) on the existenee of 
an excessive deficit (^^). 

Long-term sustainability of public finances 
deserves particular attention at a time when the 
financial crisis has significantly impacted on the 
fiscal positions and debt levels in many Member 
States. In response to this, economic governance in 
the EMU was substantially strengthened in 2011, 
which included, inter alia, the operationalisation of 
the debt criterion in the Excessive Deficit 
Procedure (^^). 


(^^) The defmition of the general government deficit used in 
this report is in accordance with the excessive deficit 
procedure, as was the case in previous convergence reports. 
In particular, interest expenditure, total expenditure and the 
Overall balance include net streams of interest expenditure 
resulting Ifom swaps arrangements and forward rate 
agreements. Government debt is general government 
Consolidated gross debt at nominal value (Council 
Regulation 479/2009). Information regarding the excessive 
deficit procedure and its application to different Member 
States since 2002 can be found at: 
http ://ec . europa. eu/ economy_fmance/ economic_govemanc 
e/sgp/deficit/index_en.htm. 

(^^) A directive on minimum requirements for national 
budgetary frameworks, two new regulations on 
macroeconomic surveillanee and three regulations 
amending the Stability and Growth Pact and 
complementing it with new enforcement mechanisms for 
euro area Member States entered into force on 13 
December 2011. Besides the operationalisation of the debt 
criterion in the Excessive Deficit Procedure mentioned in 
Box 1.3, the amendments introduced a number of 
important novelties in the Stability and Growth Pact, in 
particular an expenditure benchmark to complement the 
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1 .2.4. Exchange rate stability 

The Treaty refers to the exehange rate eriterion in 
the third indent of Artiele 140(1) as “the 
observanee of the normal fluetuation margins 
provided for by the exehange-rate meehanism of 
the European Monetary System, for at least two 
years, without devaluing against the euro”. 

Artiele 3 of the Protoeol on the eonvergenee 
eriteria stipulates: “The eriterion on partieipation 
in the exehange rate meehanism of the European 
Monetary System (...) shall mean that a Member 
State has respeeted the normal fluetuation margins 
provided for by the exehange-rate meehanism of 
the European Monetary System without severe 
tensions for at least the last two years before the 
examination. In partieular, the Member State shall 
not have devalued its eurreney’s bilateral eentral 
rate against the euro on its own initiative for the 
same period” (^^). Based on the Couneil Resolution 
on the establishment of the ERM II (^^), the 
European Monetary System has been replaeed by 
the Exehange Rate Meehanism II upon the 
introduetion of the euro, and the euro has beeome 
the eentre of the meehanism. 

In its assessment of the exehange rate stability 
eriterion, the Commission takes into aeeount 
developments in auxiliary indieators sueh as 
foreign reserve developments and short-term 
interest rates, as well as the role of poliey 
measures, ineluding foreign exehange 
interventions, in maintaining exehange rate 
stability. 

A number of Member States have benefited from 
balanee-of-payments assistanee programmes sinee 
2008. In Order to determine whether international 
finaneial assistanee eonstitutes evidenee that a 
eountry has faeed severe tensions in its exehange 
rate, the Commission examines the role played by 
offieial external finaneing during the assessment 
period on a ease by ease basis. 


assessment of progress towards the eountry-speeifie 
medium-term budgetary objective. 

In assessing compliance with the exehange rate eriterion, 
the Commission examines whether the exehange rate has 
remained close to the ERM II central rate, while reasons 
for an appreciation may be taken into aeeount, in 
accordance with the Common Statement on Acceding 
Countries and ERM2 by the Informal ECOFIN Council, 
Athens, 5 April 2003. 

C) 97/C 236/03 of 16 June 1997, OJ C 236, 2.8.1997, p.5. 


As in previous reports, the assessment of this 
eriterion verifies the partieipation in ERM II and 
examines exehange rate behaviour within the 
meehanism. The relevant period for assessing 
exehange rate stability in this Teehnieal Annex is 
16 May 2012 to 15 May 2014. 

1 .2.5. Long-term interest rates 

The fourth indent of Artiele 140(1) of the Treaty 
requires “the durability of eonvergenee aehieved 
by the Member State with a derogation and of its 
partieipation in the exehange rate meehanism 
being refleeted in the long-term interest rate 
levels”. Artiele 4 of the Protoeol on the 
eonvergenee eriteria further stipulates that “the 
eriterion on the eonvergenee of interest rates (...) 
shall mean that, observed over a period of one year 
before the examination, a Member State has had an 
average nominal long-term interest rate that does 
not exeeed by more than two pereentage points 
that of, at most, the three best performing Member 
States in terms of priee stability. Interest rates shall 
be measured on the basis of long-term government 
bonds or eomparable seeurities, taking into 
aeeount differenees in national definitions” (see 
Box 1.4). 

For the assessment of the eriterion on the 
eonvergenee of interest rates, yields on benehmark 
10-year bonds have been taken, using an average 
rate over the latest 12 months. The referenee value 
for April 2014 is ealeulated as the simple average 
of the average long-term interest rates in Latvia 
(3.3%), Portugal (5.8%) and Ireland (3.5%), plus 2 
pereentage points, yielding a referenee value of 
6.2%. 

1 .2.6. Additional factors 

The Treaty in Artiele 140 also ealls for an 
examination of other faetors relevant to eeonomie 
Integration and eonvergenee. These additional 
faetors inelude finaneial, produet and labour 
market Integration and the development of the 
balanee of payments. The examination of the 
development of unit labour eosts and other priee 
indiees, whieh is also preseribed by Artiele 140 of 
the Treaty, is eovered in the seetion on priee 
stability. 

The assessment of additional faetors gives an 
important indieation of a Member State's ability to 
integrate into the euro area without diffieulties. As 
regards the balanee of payments, the foeus is on 
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Box 1.4: Data for the interest rate convergence 

The fourth indent of Article 140(1) of the Treaty requires that the durability of nominal eonvergenee and 
exehange rate stability in Member States should be assessed by referenee to long-term interest rates. Artiele 
4 of the Protoeol on the eonvergenee eriteria adds that these “Interest rates shall be measured on the basis of 
long-term govemment bonds or eomparable seeurities, taking into aeeount differenees in national 
definitions”. 

Artiele 5 of the Protoeol requires that the Commission should provide the statistieal data used for the 
applieation of the eonvergenee eriteria. However, in the eontext of the interest rate eriterion, the ECB has 
developed the eriteria for harmonising the series of yields on benehmark 10 year bonds on behalf of Eurostat 
and eolleets the data from the eentral banks. The seleetion of bonds for inelusion in this series is based on 
the following eriteria: 

• issued by eentral govemment; 

• a residual maturity as elose as possible to 10 years; 

• adequate liquidity, whieh is the main seleetion eriterion; the ehoiee between a single benehmark or the 
simple average of a sample is based on this requirement; 

• fixed eoupon; 

• yield gross of tax. 

For eighteen Member States, the residual maturity of the benehmark bond is above 9.5 years. For eight 
Member States, the residual maturity of the benehmark bond is around 9 years, while for Croatia the residual 
maturity is around 6 years. All yields (exeept for Cypms) are ealeulated on the basis of seeondary market 
rates. For Germany and Spain a basket of bonds is used, while a single benehmark bond is used in twenty- 
five Member States. For Estonia, no appropriate harmonised series or proxy eould be identified, primarily 
refleeting the very low level of Estonian govemment debt. 

Data used in this Report ean be found on Eurostat ("Maastrieht eriterion bond yields (meby): EMU 
eonvergenee eriterion bond yields", eode: tee00097). The same series is also published by the ECB's 
Statistieal Data Warehouse (eode IRS.M. Countfy Code. L.L40.CL0000. Currency Code.N.Z). 


the Situation and development of the external 
balanee (^^). Market Integration is assessed through 
trade, foreign direet investment and a smooth 
funetioning of the internal market. Finally, 
progress in finaneial integration is examined, 
together with the impaet of the finaneial erisis, the 
main eharaeteristies, struetures and trends of the 
finaneial seetor and eomplianee with the aequis of 
the Union in this area. 

Starting with the 2012 Convergenee Report, the 
eonvergenee assessment is aligned with the 
broader "European Semester" approaeh whieh 
takes an integrated and upstream look at the 
eeonomie poliey ehallenges faeing EMU in 


(^^) The external balanee is deflned as the eombined eurrent 
and eapital aeeount (net lending/borrowing vis-ä-vis the 
rest of the world). This eoneept permits in partieular to take 
full aeeount of external transfers (ineluding EU transfers), 
whieh are partly reeorded in the eapital aeeount. It is the 
eoneept elosest to the eurrent aeeount as defined when the 
Maastrieht Treaty was drafted. 


ensuring fiscal sustainability, competitiveness, 
financial market stability and economic growth. 

The section on additional factors makes referenee 
to the surveillance of macroeconomic imbalances 
under the Macroeconomic Imbalance Procedure, 
whieh was adopted in December 2011 as one of 
the key elements of the legislative package (the 
"Six-Pack") to enhance the governance struetures 
in EMU, and integrates its results into the 
assessment (^^). 


(^^) To avoid the duplieation of surveillanee proeedures, 
Member States under EU-IMF finaneial assistanee 
programmes are not examined under the maeroeeonomie 
imbalanees proeedure and were therefore not eovered in 
the Alert Meehanism Report and in-depth reviews. Among 
the Member States examined in this report, this eoneems 
Romania. 
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Box L5: The Macroeconomic Imbalance Procedure (MIP) 

The Macroeconomic Imbalance Procedure (MIP): key elements 

A key lesson from the economic and financial crisis has been that the economic govemance framework 
underpinning EMU needed to be fiirther strengthened to address the issue of unsustainable macroeconomic 
trends. The new procedure on prevention and correction of macroeconomic imbalances - the 
Macroeconomic Imbalance Procedure (MIP) - responds to this need and was one of the key elements of the 
legislative package (the "Six-Pack") to enhance the govemance stmctures in EMU. 

A two-step approach with a preventive and a corrective arm 

The Overall design of the MIP includes a "preventive" arm and a stronger "corrective" arm for more serious 
cases. For euro area countries, the corrective arm is supplemented by an enforcement mechanism including 
the possibility of financial sanctions. The procedure relies on a two-step approach where the first Step 
consists of an alert mechanism that aims to identify Member States with potentially emerging 
macroeconomic imbalances and which require more in-depth Investigation. If, on the basis of such an in- 
depth analysis, the Situation is considered unproblematic no further steps are taken. If the Commission 
however considers that macroeconomic imbalances exist, it may come forward with proposals for policy 
recommendations for the Member State concerned (which will be - in the preventive arm - part of the 
integrated package of recommendations under the European Semester). In case the in-depth review points to 
severe imbalances in a Member State, the Council could declare the existence of an excessive imbalance and 
adopt a recommendation asking the Member State to present a Corrective Action Plan (CAP). After 
Submission of the CAP by the Member State, the Council would assess the CAP which either can be deemed 
sufficient or insufficient; if found insufficient, the Member State should present a new CAP. If the new CAP 
is again found insufficient, a fine can be imposed (0.1% of GDP), though just for euro area Member States. 
When a sufficient CAP is in place, the Council will assess whether or not the Member State concerned has 
taken the recommended actions according to the set deadlines. For euro area Member States a first 
assessment of non-compliance would lead to an interesting-bearing deposit (0.1% of GDP). After a second 
decision by the Council declaring non-compliance, the Council can take the decision to convert the deposit 
into an annual fine. If the Council considers that the Member State has taken the recommended corrective 
action, but imbalances are not yet corrected, the procedure will be placed in abeyance. If the Council 
considers that the Member State concerned has taken the appropriate action and the Member State is no 
longer experiencing excessive imbalances, the procedure will be closed. 

The alert mechanism scoreboard: design and rationaie 

The scoreboard is an dement of the alert mechanism and is intended to facilitate the identification of trends 
of imbalances that are under the scope of the MIP and require closer examination. In line with the different 
challenges facing the Member States, it comprises indicators of the external position (current account and 
net international Investment position), competitiveness developments (real effective exchange rates, unit 
labour cost, export market shares) and indicators of internal imbalances (private sector and general 
govemment debt, private sector credit flow, change in total financial sector liabilities, house prices and the 
unemployment rate). The scoreboard thus encompasses variables where both the economic literature and 
recent experiences suggest associations with economic crises, while indicative alert thresholds were 
identified for each indicator. 

The 2014 Aiert Mechanism Report (AMR) and In-Depth Reviews (IDR) 

As the first Step of the MIP process of 2014, the Commission published its third Alert Mechanism Report in 
November 2013. The AMR made an economic reading of the scoreboard as foreseen by the legislation and 
on this basis 16 Member States were identified for which IDRs on different possible imbalances were 
warranted. Three of them are Member States covered in this report (Bulgaria, Hungary and Sweden). The 
IDRs concluded in March 2014 that Hungary and Sweden have imbalances, while Croatia is experiencing 
excessive imbalances. 
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2.1. LEGAL COMPATIBILITY 

2.1.1. Introduction 

The legal basis for the Bulgarska narodna banka 
(BNB - eentral bank of Bulgaria), the Law on the 
Bulgarian National Bank (the BNB Law) of 1997, 
has not been amended sinee the 2012 Convergenee 
Report. Therefore, the eomments provided in the 
2012 Convergenee Report are largely repeated in 
this year's assessment. 

2.1.2. Central Bank independence 

Artiele 14(1) of the BNB Law Bank does not 
aeeurately mirror the grounds for dismissal of the 
Governor set out exhaustively in Artiele 14.2 of 
the ESCB/ECB Statute. 

Pursuant to Artiele 14(1) of the BNB Law, a 
member of the BNB Governing Couneil, ineluding 
the Governor, may be relieved from offiee (1) "if 
he no longer fulfils the eonditions required for the 
performanee of bis duties under Artiele 11(4)", (2) 
"if he is in praetieal inability to perform his duties 
for more than six months" or (3) "if he has been 
guilty of serious Professional miseonduet". 

Whereas the seeond ground for dismissal is not 
provided in Artiele 14.2 of the ESCB/ECB Statute, 
the third dismissal ground provided in Artiele 
14(1) of the BNB Law narrows down the eoneept 
of "serious miseonduet" of Artiele 14.2 of the 
ESCB/ECB Statute to "serious Professional 
miseonduet". In order to remove these 
imperfeetions and limit interpretation problems, 
Artiele 14(1) of the BNB Law should be amended. 

Furthermore, the ground for dismissal provided in 
the Confliet of Interest Prevention and 
Aseertainment Aet of 2008 whieh has been 
applieable to the BNB Governor, Deputy 
Governors and the members of the BNB Managing 
Board sinee Deeember 2010 has to be brought in 
line with Artiele 14.2 of the ESCB/ECB Statute. 
Artiele 33(1) in eonjunetion with Artiele 3(13) of 
the Confliet of Interest Prevention and 
Aseertainment Aet provides that the breaeh of its 
provisions and the existenee of a eonfliet of 
interest are grounds for dismissal. This 
ineompatibility should be removed by speeifying 


that a dismissal of the Governor is only admissible 
if, as set out in Artiele 14.2 of the ESCB/ECB 
Statute, the breaeh of the duty is a laek of 
fulfilment of the eonditions required for the 
performanee of the Governor's duties or is a 
serious miseonduet of whieh the Governor has 
been guilty. 

Pursuant to Artiele 12(1) of the BNB Law, the 
Governor shall be eleeted by the National 
Assembly. The National Assembly has taken the 
view that it has the power to annul or amend its 
deeisions, ineluding deeisions under Artiele 12(1) 
of the BNB Law. The National Assembly has 
substantiated this assertion by stating that pursuant 
to a Constitutional Court deeision of 26 February 
1993, the Bulgarian Constitution does not 
explieitly prohibit the National Assembly from 
amending or annulling its deeisions. Sueh 
understanding would allow the dismissal of the 
Governor under eonditions other than those 
mentioned in Artiele 14.2 of the ESCB/ECB 
Statute. It should be ensured that the Governor, 
when properly eleeted or appointed, may not be 
dismissed under eonditions other than those 
mentioned in Artiele 14.2 of the ESCB/ECB 
Statute. 

Artiele 14(2) of the BNB Law Bank should be 
amended. Artiele 14(2) of the BNB Law Bank 
stipulates that "where the duties of a Governing 
Couneil member eease before the term of offiee 
has expired, another person shall be 
eleeted/ appointed for the outstanding period of the 
term of office'\ As regards the Governor, this is not 
in line with Artiele 14.2 of the ESCB/ECB Statute, 
pursuant to whieh the term of offiee of a Governor 
shall be no less than five years. 

Artiele 44 of the BNB Law should be amended 
with a view to aehieving eompatibility with Artiele 
130 of the TFEU and Artiele 7 of the ESCB/ECB 
Statute. Pursuant to Artiele 44 of the BNB Law, 
the members of the Governing Couneil, in the 
performanee of their tasks, shall be independent 
and shall not seek or take any instruetions from the 
Couneil of Ministers or from any other body or 
institution. It should be elarified that this 
eneompasses national, foreign and EU institutions 
or bodies. 
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2.1.3. Prohibition of monetary financing and 
privileged access 

Article 45(1) and (2) of the BNB Law are not fully 
consistent with Article 123 of the TFEU and 
Article 21.1 of the ESCB/ECB Statute and thus 
should be amended. 

Article 45(1) of the BNB Law provides that the 
BNB shall not extend credits and guarantees, 
including through purchase of debt instruments, to 
the Council of Ministers, municipalities, as well as 
to other governmental and municipal institutions, 
organizations and enterprises. Article 45(1) of the 
BNB Law should be amended with a view to 
including all entities mentioned in Article 123(1) 
of the TFEU and Article 21.1 of the ESCB/ECB 
Statute. Furthermore, while the prohibition of 
monetary financing does not allow the direct 
purchase of public sector debt, purchases on the 
secondary market are not prohibited unless they 
qualify as a circumvention of the objective of 
Article 123 of the TFEU. For this reason, the word 
‘direct’ should be inserted in Article 45(1) of the 
BNB Law. 

Pursuant to Article 45(2) in conjunction with 
Article 33(2) of the BNB Law, Article 45(1) of the 
BNB Law does not apply to the extension of 
credits to state-owned and municipal banks in 
emergency cases of liquidity risk that may affect 
the stability of the banking System. The scope of 
this exemption should be amended to be fully 
consistent with the wording of Article 123(2) of 
the TFEU and Article 21.3 of the ESCB/ECB 
Statute. 

2.1 .4. Integration in the ESCB 

Objectives 

The objectives of the BNB are compatible with the 
Treaty on the Functioning of the European Union. 

Tasks 

The incompatibilities in the BNB Law are linked 
to the following ESCB/ECB tasks: 

• definition of monetary policy and monetary 
functions, operations and instruments of the 
ESCB (Articles 2(1), 3, 16(4 and 5), 28, 30, 31, 
32, 33, 35, 38, 41 and 61 of the BNB Law); 


• conduct of foreign exchange operations and the 
definition of foreign exchange rate policy 
(Articles 20(1), 28, 31, 32 of the BNB Law); 

• right to authorise the issue of banknotes and the 
volume of coins (Articles 2(5), 16(9), 24 to 27 
of the BNB Law); 

• non-recognition of the role of the ECB in the 
field of international Cooperation (Articles 5, 
16(12) and 37(4) of the BNB Law); 

• ECB's right to impose sanctions (Article 61, 62 
of the BNB Law). 

There are also numerous imperfections regarding: 

• non-recognition of the role of the ECB in the 
functioning of the payment Systems (Articles 
2(4) and 40(1) of the BNB Law); 

• non-recognition of the role of the ECB and the 
EU in the collection of statistics (Article 4(1) 
and 42 of the BNB Law); 

• non-recognition of the role of the ECB and of 
the Council in the appointment of the external 
auditor (Articles 49(4) of the BNB Law); 

• absence of an Obligation to comply with the 
Eurosystem' s regime for the financial reporting 
of NCB operations (Article 16(11), 46 and 49 
of the BNB Law). 

2. 1.5. Assessment of compatibility 

The BNB Law and the Conflict of Interest 
Prevention and Ascertainment Act are not fully 
compatible with Article 131 of the TFEU as 
regards central bank independence, the prohibition 
of monetary financing and the Integration in the 
ESCB at the time of euro adoption. 


2.2. PRICE STABILITY 

2.2.1 . Respect of the reference value 

The 12-month average Inflation rate, which is used 
for the convergence assessment, was below the 
reference value at the time of the last convergence 
assessment of Bulgaria in 2012. Average annual 
Inflation hovered around 2.5% between mid-2012 
and mid-2013, before declining to 0.4% by end- 
2013. In April 2014, the reference value was 1.7%, 
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calculated as the average of the 12-month average 
inflation rates in Latvia, Portugal and Ireland plus 
1.5 pereentage points. The average inflation rate in 
Bulgaria during the 12 months to April 2014 was - 
0.8%, i.e. well below the referenee value. It is 
projeeted to remain well below the referenee value 
in the months ahead. 

Graph 2. / .Bulgaria - Inflation criterion since 2008 


(percent, 12-month moving average) 



Bulgaria o Reference value 

Note: The dots in December 201 4 show the projeeted 
referenee value and 12-month average inflation in the eountry. 

Sourees: Eurostat, Commission serviees' Spring 2014 Foreeost. 

2.2.2. Recent inflation developments 

The inflation rate in Bulgaria has fallen 
signifieantly over the past two years, turning 
negative in the seeond half of 2013 and first 
months of 2014. The fall in inflation has been 
broad-based, but largely driven by deelining 
import priees as well as the appreeiation of 
Bulgaria's euro-fixed eurreney against its main 
trading partners in the Balkans, deereases in 
administrative^ set energy priees, a good 
agrieultural harvest that led to lower food priees 
and weak dorne stie demand. The deeline in 
inflation over the past few years has not followed a 
smooth trend, as a temporary inerease in inflation 
above the euro area average was reeorded in the 
seeond half of 2012. This was mainly refleeting 
the volatility in global eommodity priees. 
However, in addition to import priee trends, the 
Sharp fluetuations in energy priees over 2012-13 
were amplified by domestie faetors. Several 
admini Strati vely set energy priee eomponents 
reeorded an inerease in 2012, at that time 
eoineiding with an upturn in global energy priees. 
In eontrast, the network eharge on eleetrieity was 
lowered by the government in 2013 in response to 
publie Protests against high energy hüls. By 
ehanee, this measure eoineided with a period of 
global energy priee deeline. 


Graph 2.2:Bulgaria - HICP inflation 



Bulgaria Euro area 

Source: Eurostat. 


Core inflation (measured as HICP inflation 
exeluding energy and unproeessed food) deelined 
steadily from somewhat above 1% reeorded in 
2012 to -0.4% by the end of 2013 and -1.0% in 
April 2014. Headline inflation was above eore 
inflation tili mid-2013, when it abruptly feil due to 
temporary faetors affeeting both unproeessed food 
and energy. The eomponents of eore inflation have 
trended downwards over the past few years, but 
espeeially from early 2013. This was likely a 
refleetion of both lower import priees passing 
through to domestie priees and weak domestie 
demand, as eonsumers have remained eautious in 
spending, in spite of strong growth in real wages 
over the past years. Inflation of non-energy 
industrial goods eontinued to fall, reaehing a 
historieally low level of -2.3% in early-2014. 
Serviees inflation feil from over 3% in August 
2012 to below -1% by early 2014, partly due to the 
pass-through of lower import priees. Negative 
produeer priee inflation eonfirmed the laek of eost 
pressures in 2013 and in the first months of 2014. 

2.2.3. Underlying faetors and sustainability of 
Inflation 

Macroeconomic policy-mix and cyclical 
stance 

The eeonomie reeovery has so far been weak in 
Bulgaria, with exports rebounding, but domestie 
demand still sluggish. GDP growth reaehed 1.8% 
in 2011, but has slowed to 0.6% in 2012 before 
pieking up slightly to 0.9% in 2013. Aeeording to 
the Commission serviees' 2014 Spring Foreeast, 
Bulgaria's GDP growth is expeeted to be more 
broad-based over 2014-15, with domestie demand 
foreeast to reinforee the export-driven growth 
momentum. The purehasing power of households 
has been buoyed by growth in real wages in a low- 
inflation environment and eonsumer eonfidenee 
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Table 2. 1 : weights 


Bulgaria - Components of Inflation 






(percentage change)'^ 

in total 


2008 

2009 

2010 

2011 

2012 

2013 

Apr-14 

2014 

HICP 

12.0 

2.5 

3.0 

3.4 

2.4 

0.4 

-0.8 

1000 

Non-energy industrial goods 

6.0 

2.9 

0.3 

-0.4 

-0.8 

-1.5 

-1.8 

231 

Energy 

12.5 

-5.7 

9.2 

8.9 

8.0 

-1.7 

-4.1 

140 

Unprocessed food 

10.9 

1.3 

-1.6 

1.6 

4.4 

4.4 

0.7 

91 

Processed food 

17.2 

2.4 

7.5 

7.7 

1.5 

1.3 

0.6 

208 

Services 

12.7 

5.8 

1.5 

1.9 

2.4 

1.1 

0.2 

329 

HICP excl. energy and unproc. food 

12.0 

4.1 

2.5 

2.6 

1.2 

0.3 

-0.3 

769 

HICP at constant taxes 

11.3 

1.9 

2.1 

3.2 

2.4 

0.4 

-0.8 

1000 

Administered prices HICP 

10.6 

7.2 

3.6 

2.5 

4.9 

-1.1 

-3.0 

156 


1 ) Measured by the arithmetic average of the latest 1 2 monthly indices relative to the arithmetic average of the 1 2 monthly indices 
in the previous period. 

Sources: Eurostat, Commission Services. 


appears to be gradually firming. GDP growth is 
forecast to reach 1.7% in 2014 and 2% in 2015. 
This relatively modest growth momentum would, 
however, imply a further slight widening of the 
already negative output gap. 

The fiseal stanee, as measured by ehanges in the 
struetural balanee, has shifted over reeent years, 
but was Overall rather neutral for Inflation. 
Following three years of strong eonsolidation, the 
fiseal stanee has been slightly expansionary in 
2013, with some diseretionary expenditure 
inereases after the parliamentary eleetions. 
Aeeording to the Commission serviees' 2014 
Spring Foreeast, the struetural balanee is projeeted 
to weaken slightly further in 2014, but to tighten 
marginally in 20 1 5 . 

In the eontext of its eurreney board arrangement to 
the euro, most Standard monetary poliey 
instruments are not available to Bulgaria. In 
response to these limitations, the BNB has taken a 
eonservative approaeh towards bank regulation. 
Credit flow to the eeonomy has remained overall 
slightly positive, with modest growth in eorporate 
eredit eompensating for a slight deeline in 
household eredit. However, the seeond half of 
2013 and the first months of 2014 have been 
marked by a deeeleration of eredit growth. Both 
deposit and lending interest rates have eontinued 
on a downward trend, implying a gradual 
improvement in lending eonditions and eredit 
availability. Nevertheless, eredit availability may 
be limited for those seetors most affeeted by the 
finaneial erisis as well as some eorporate segments 
with higher pereeived risk, ineluding start-up 
eompanies and SMEs. The subdued lending 
aetivity and a risk-averse stanee of households, 
eonfirmed by the rising deposit stoek, support the 
present low-inflation environment. 


Wages and labour costs 

The eeonomie erisis has led to an extended period 
of labour market distress, with the first signs of 
labour market Stabilisation visible only in the 
seeond half of 2013. Employment feil by about 
2.5% in 2012 and was overall broadly flat in 2013. 
The unemployment rate peaked at around 13% in 
2013, while the working-age population has also 
deelined due to ageing and emigration. Despite 
these faetors and wage restraint in the publie seetor 
over 2010-12, nominal wage growth in the private 
seetor remained relatively high espeeially over 
2009-2011, but has sinee then strongly deeelerated. 
The rapid wage growth in the initial erisis years 
was partly a refleetion of eomposition effeets, 
eontinued wage eonvergenee pressures, skills 
shortages in some seetors and administrative 
inereases of seetoral and oeeupational wage floors. 

Labour produetivity grew relatively strongly 
between 2010 and 2012, as large euts in 
employment boosted output per employee, while 
output growth itself was sluggish. This 
phenomenon ended in 2013 with the stabilization 
of the labour market. Labour produetivity is 
projeeted to inerease by around 1.5% in 2014 and 
2015. The growth in nominal unit labour eost 
(ULC) deelined between 2009-2012, but it pieked 
Up again in 2013. ULC growth is projeeted to 
stabilise at around 2% in 2014-2015, with upward 
pressure resulting from expeeted wage 
eonvergenee. 
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Table 2.2: 

Bulgaria - Other Inflation and cost indicators (annuai percentage change) 



2008 

2009 

2010 

2011 

2012 

2013" 

2014"' 

2015^ 

HICP inflation 









Bulgaria 

12.0 

2.5 

3.0 

3.4 

2.4 

0.4 

-0.8 

1.2 

Euro area 

3.3 

0.3 

1.6 

2.7 

2.5 

1.3 

0.8 

1.2 

Private consumption deflator 








Bulgaria 

7.2 

1.5 

2.4 

4.6 

5.4 

-1.9 

0.0 

1.5 

Euro area 

2.7 

-0.4 

1.6 

2.4 

2.1 

1.3 

0.9 

1.3 

Nominal compensation per employee 








Bulgaria 

16.8 

8.1 

9.9 

6.8 

7.8 

6.6 

3.6 

3.3 

Euro area 

3.5 

1.8 

2.0 

2.2 

2.0 

1.7 

1.6 

1.9 

Labour productivity 

Bulgaria 

3.7 

-3.8 

4.4 

4.1 

3.2 

1.3 

1.4 

1.6 

Euro area 

-0.3 

-2.4 

2.6 

1.4 

0.2 

0.5 

0.9 

1.0 

Nominal unit labour costs 









Bulgaria 

12.6 

12.4 

5.2 

2.5 

4.4 

5.2 

2.2 

1.6 

Euro area 

3.8 

4.3 

-0.6 

0.7 

1.8 

1.1 

0.7 

0.8 

Imports of goods deflator 

Bulgaria 

10.8 

-13.7 

8.5 

9.7 

3.5 

-4.5 

-2.2 

1.6 

Euro area 

4.2 

-8.1 

5.7 

6.6 

2.3 

-1.9 

-1.0 

0.8 


1) 2013 dato (except HICP inflotion) ore estimotes. 

2) Commission Services' Spring 2014 Forecost. 

Source: Eurostat, Commission Services. 


Graph 2.3.Bulgaria - Inflation, productivity and wage trends 



Productivity (real GDP per person employed) 

— — — — - Nominal compensation per employee 
Nominal unit labour costs 
HICP Inflation 

Source: Eurostat, Commission Services' Spring 2014 Forecost. 

External factors 

Given the high openness of the Bulgarian 
economy, developments in import prices play an 
important role in domestic price formation. Global 
energy and food prices are the most relevant for 
Inflation, given their relatively large share in the 
consumer basket and the high energy intensity of 
the Bulgarian economy. Import prices (measured 
by the imports of goods deflator), have been 
volatile over the past few years. Rebounding from 

2009 lows, import prices increased markedly in 

2010 and 2011. A somewhat lower increase of 
about 4% was recorded in 2012, followed by a 
decline of similar magnitude in 2013, reflecting 
lower global energy, food and some raw material 


prices. Import prices are expected to continue 
declining also in 2014 given i.a. that energy prices 
are forecast to moderate further over the year. This 
is also expected to pass through to lower energy- 
related Inflation. It should be noted that Bulgaria 
depends on a single source of gas supply and 
negotiates gas prices bilaterally, occasionally 
diverging from global price trends. 

The nominal effective exchange rate of the lev 
(measured against a group of 36 trading partners) 
remained relatively stähle from early 2009 until 
late 2012. From November 2012, a noteworthy 
appreciation trend can be observed, as some 
currencies of major trading partners depreciated 
against the euro (Turkish Lira, Russian Rouble, 
Romanian Leu), which contributed to lower import 
prices. 

Administered prices and taxes 

Administered prices substantially influenced 
the consumer price inflation rate in Bulgaria over 
the past few years, but indirect tax changes less so. 


According to the Eurostat definition, administered prices in 
Bulgaria include inter alia electricity and other regulated 
Utility prices, pharmaceutical products, hospital Services, 
part of public transport and education. For details, see 
http://epp.eurostat.ec.europa.eu/portaEpage/portal/hicp/doc 
uments_meth/HICP- 

AP/HICP_AP_classification_20 1 1_20 1 4_02.pdf 
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The share of administered prices in the HICP 
basket is relatively high in Bulgaria at around 
17%, compared to 13% in the euro area on 
average. The annual ehange of administered priees 
turned from a 4.9% inerease in 2012 to a deeline of 
-1.1% in 2013 on average, with higher deeline in 
the seeond half of 2013. The inerease in 
administered priees in 2012 was most notably 
related to eleetrieity priees and to a lesser extent to 
hospital serviees. In eontrast, responding to publie 
Protests in early 2013 against high energy bills, the 
government strongly lowered the administratively 
set eleetrieity priee in several steps in 2013 and the 
latest deerease took effeet on 1 January 2014. 
Administratively-set priees of healtheare were 
lowered, as well. Overall, administered priees 
raised headline inflation in 2012 by about 0.5 
pereentage points, but lowered it in 2013 by about 
0.3 pereentage points, albeit more strongly towards 
the end of the year. 

Indireet tax ehange s had on aggregate only a minor 
effeet on inflation over 2012-13. In 2012, a rise in 
exeise duties on diesel slightly inereased energy 
priees, but on the other band ehanges to VAT 
legislation applieable to the tourism seetor redueed 
serviees inflation by about the same amount. In 
2013, exeise duties on diesel fuels were raised 
again, but were lowered for natural gas used for 
heating, resulting in an overall small negative 
effeet on inflation. Düring the assessment period, 
annual eonstant-tax HICP was on average at the 
same level as headline inflation. 

Medium-term prospects 

With the fading of base effeets from energy and 
food priees, inflation is foreeast to slowly rebound 
over the seeond half of 2014 to positive territory. 
The Commission serviees' 2014 Spring Foreeast 
expeets annual average inflation to reaeh -0.8% in 
2014 and to inerease to 1.2% in 2015, in line with 
the projeeted reeovery in domestie demand and the 
on-going eonvergenee of priees towards the euro 
area average. 

Risks to the inflation outlook appear broadly 
balaneed, with the most signifieant risks related to 
global energy and food priee developments, given 
also their relatively large share in the Bulgarian 
eonsumer basket. As a speeifie inflation risk 
faetor, the administratively lowered eleetrieity 
network eharges might not be sustainable in the 
longer term. However, presently no ehange in 


poliey bas been announeed by the Bulgarian 
authorities. 

The level of eonsumer priees in Bulgaria was at 
47% of the euro area average in 2012. Over the 
long run, there is signifieant potential for further 
priee level eonvergenee, in line with the expeeted 
eatehing-up of the Bulgarian eeonomy (Bulgaria's 
ineome level was at about 44% of the euro area 
average in PPS terms in 2012). 

Medium-term inflation prospeets will depend on 
wage and produetivity developments, as well as on 
global eommodity priee trends. A prudent fiseal 
stanee is expeeted to help eontain inflationary 
pressures. Tax poliey is expeeted to have only a 
limited impaet on inflation, as the harmonisation of 
exeise duties on liquid fuels bas been fmahsed and 
the exeise rate harmonisation for tobaeeo is 
seheduled to be spread over several years. 


2.3. PUBLIC FINANCES 

2.3.1 . Recent fiscal developments 

On 22 June 2012, the Couneil deeided to abrogate 
the deeision on the existenee of an exeessive 
defieit aeeording to Artiele 126 (12) TFEU, 
thereby elosing the exeessive defieit proeedure for 
Bulgaria (^^). The fmaneial erisis impaeted 
severely on publie finanees, leading to a budget 
defieit of 4.3% of GDP in 2009. This was followed 
by a period of strong fiseal eonsolidation over 
2010-12, when the general government defieit 
deelined from 3.1% of GDP to 0.8% of GDP. The 
improvement in the fiseal balanee was largely due 
to tight expenditure eontrols, as refleeted in the fall 
of the expenditure -to-GDP ratio to below 36% of 
GDP by 2012. In 2013, the defieit bas returned to 
1.5% of GDP. 

This was a weaker outeome than that projeeted by 
the Bulgarian authorities in their previous 
eonvergenee programme submitted in April 2013, 
whieh targeted a defieit of 1.3% of GDP. The 
underperformanee was due to a eombination of 
lower-than-expeeted tax revenues and some 
expenditure inerease s. Additional spending was for 
speeifie soeial programmes and for inereasing 
pensions and wages of some publie serviee 
oeeupations. 


An OverView of all exeessive deficit procedures can be 
found at: http://ec.europa.eu/economy_finance/ economic_ 
govemance/sgp/deficit/index_en.htm 
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Table 2.3: 


Bulgaria - Budgetary developments and projections (as % of GDP unless indicated otherwise) 


Outturn and forecast ' 

2008 

2009 

2010 

2011 

2012 

2013 

2014 

2015 

General government balanee 

1.7 

-4.3 

-3.1 

-2.0 

-0.8 

-1.5 

-1.9 

-1.8 

- Total revenues 

40.1 

37.1 

34.3 

33.6 

35.0 

37.2 

37.5 

37.7 

- Total expenditure 

38.4 

41.4 

37.4 

35.6 

35.8 

38.7 

39.4 

39.5 

of whieh: 









- Interest expenditure 

0.9 

0.8 

0.7 

0.7 

0.9 

0.8 

0.8 

0.8 

p.m.: Tax bürden 

32.3 

29.0 

27.6 

27.3 

27.7 

28.6 

28.7 

28.9 

Primary balanee 

2.6 

-3.6 

-2.4 

-1.2 

0.1 

-0.7 

-1.1 

-1.0 

Cyelieally-adjusted balanee 

-0.1 

-3.6 

-2.4 

-1.8 

-0.6 

-1.1 

-1.5 

-1.2 

One-off and temporary measures 

0.0 

0.0 

-0.1 

0.0 

0.0 

0.0 

0.0 

0.0 

Struetural balanee 

-0.1 

-3.6 

-2.3 

-1.8 

-0.6 

-1.1 

-1.5 

-1.2 

Government gross debt 

13.7 

14.6 

16.2 

16.3 

18.4 

18.9 

23.1 

22.7 

p.m: Real GDP growth (%) 

6.2 

-5.5 

0.4 

1.8 

0.6 

0.9 

1.7 

2.0 

p.m: Output gap 

5.6 

-2.3 

-2.2 

-0.7 

-0.6 

-1.2 

-1.4 

-1.7 


Convergence Programme 2014 2015 2016 2017 


General government balanee 

-1.8 

-1.5 

-1.1 

-0.9 

Struetural balanee 

-1.1 

-0.7 

-0.2 

0.3 

Government gross debt 

22.8 

22.2 

23.3 

20.6 

p.m. Real GDP growth (%) 

2.1 

2.6 

3.4 

3.4 


1) Commission Services’ Spring 2014 Forecast. 

2) Cyclically-adjusted balance excluding one-off and other temporär/ measures. 

3) Commission Services’ calculations on the basis of the information in the Programme. 
There are no one-off and other temporär/ measures in the Programme. 


Previously, pensions and the aggregate public 
sector wage bill were frozen over several years. 
The above trends in nominal fiscal deficit are 
similarly reflected in the estimate of the stmctural 
balance. In stmctural terms, the deficit is estimated 
to have deteriorated by around 0.5 pp. of GDP in 
2013, indicating an expansionary fiscal stance in 
that year after several years of contraction. 

Bulgaria's public debt is one of the lowest among 
the EU Member States and financing conditions 
have remained favourable. However, since public 
finances have been mnning a deficit since the 2009 
economic crisis, the debt-to-GDP ratio bas steadily 
increased from 16.2% in 2010 to 18.9% of GDP in 
2013. 

2.3.2. Medium-term prospects 

The 2014 Budget Law was adopted by Parliament 
on 9 December 2013. The budget targets a general 
government deficit of 1.8% of GDP in 2014, which 
would be higher than the outcome in 2013. There 
are no major tax rate changes foreseen in the 
Budget, but the government expects to boost 
revenue collection through improving tax 
Collection. The increase of the deficit is largely 
explained by a boost to public investment and 


some additional expenditure for pensions and 
social measures. 

The Commission Services' 2014 Spring Forecast 
projects the general government deficit at 1.9% of 
GDP in 2014, improving marginally to 1.8% of 
GDP in 2015. In stmctural terms, the deficit is 
estimated to weaken slightly in 2014, but a 
consolidation would be under way in 2015, based 
on a no-policy change assumption. The general 
government gross debt is forecast to increase from 
18.9% in 2013 to about 23% of GDP in 2015. 

The 2014 Convergence Programme was submitted 
on 17 April 2014. The programme aims at 
reducing the headline general government deficit 
to 0.9% of GDP by the end of the programme 
period (2017). The official targets for the general 
government budget balance have been marginally 
revised down compared to the previous years' 
update, now targeting -1.8% of GDP in 2014 and - 
1.5% of GDP in 2015. The small deviation of the 
targets for 2014-2015 compared with the 
Commission Services' 2014 Spring Forecast is 
mainly due and an assumption of much stronger 
VAT and personal income tax collection in 2014, 
which is, however, partly balanced by also 
assuming much stronger investment expenditure 
growth in the same year. 
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Further details on the assessment of the 2014 
Convergence Programme for Bulgaria can be 
found in the Commission Staff Working 
Document, which accompanies the Commission 
Recommendation for a Council Recommendation 
on the 2014 National Reform Programme of 
Bulgaria and delivering a Council Opinion on the 
2014 Convergence Programme of Bulgaria. 

In March 2012, Bulgaria signed the Treaty on 
Stability, Coordination and Governance in the 
EMU and declared its intension to comply with the 
Title III Fiscal Compact already now. This implies 
an additional commitment to conduct a stability- 
oriented and sustainable fiscal policy. The TSCG 
will apply to Bulgaria in its entirety upon lifting its 
derogation from participation in the single 
currency. 


2.4. EXCHANGE RATE STABILITY 

The Bulgarian lev does not participate in ERM II. 
The BNB pursues its primary objective of price 
stability through an exchange rate anchor in the 
context of a currency board arrangement (CBA). 
Bulgaria introduced its CBA on 1 July 1997, 
pegging the Bulgarian lev to the German mark and 
subsequently to the euro (at an exchange rate of 
1.95583 BGN/EUR). Under the CBA, the BNB’s 
monetary liabilities have to be fully covered by its 
foreign reserves. The BNB is obliged to exchange 
monetary liabilities and euro at the official 
exchange rate without any limit. The CBA was 
instrumental in achieving macroeconomic 
Stabilisation and serves as a key policy anchor. 

Over the past two years, the CBA operated in a 
challenging environment, characterized by weak 
economic growth, weak credit flow and contagion 
risks in the banking sector from Greece. However, 
growing exports, strong public fmances, an 
improving external funding position of the banking 
sector and sizable reserve buffers have 
underpinned the resilience of the CBA. 

Bulgaria's international reserves (around EUR 14 
billion) covered around 163% of the monetary 
base, about 100% of short-term debt(^^), 42% of 
broad money (M3) and about 35% of GDP as of 
end-2013. A high reserve coverage was 
deliberately built into the framework for Bulgaria's 
CBA, to cater for potential financial sector stress 
following the 1996-97 crisis. 


Based on estimated residual maturity 


Graph 2.4;Exchange rates - BGN/EUR 

(monthly averages) 


2.0 


1.9 


1.8 ^ ^ ^ ^ ^ ^ ^ 

2008 2009 2010 2011 2012 2013 2014 

Source: ECB. 

The govemment keeps the bulk of its fiscal reserve 
deposited in the BNB. International reserves 
remained rather stable over the past two years and 
its fluctuation broadly followed the development 
of the government's fiscal reserves and changes in 
the price of gold. 

The BNB does not set monetary policy interest 
rates. The domestic interest rate environment is 
directly affected by the monetary policy of the 
euro area through the Operation of Bulgaria's CBA. 
Short-term interest rate differentials vis-ä-vis the 
euro area continued to decrease over the past two 
years. The 3-month spread declined gradually from 
around 200 basis points in spring 2012 to well 
below 100 basis points by early 2014. On the other 
hand, Bulgarian overnight interbank rates were 
below those of the euro area. 


Graph 2.5:Bulgaria - 3-M Sofibor spread to 3-M Euribor 



Source: Eurostat. 


2.5. LONG-TERM INTEREST RATES 

For Bulgaria, the development of long-term 
interest rates over the current reference period is 
assessed on the basis of secondary market yields 
on a single benchmark govemment bond with a 
residual maturity of close to but below 10 years. 
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The Bulgarian 12-month moving average long- 
term interest rate relevant for the assessment of the 
Treaty eriterion was below the referenee value at 
the 2012 eonvergenee assessment. It deelined from 
above 5% in early 2012 to around 3.5% by mid- 
2013. In April 2014, the latest month for whieh 
data are available, the referenee value, given by the 
average of long-term interest rates in Latvia, 
Portugal and Ireland plus 2 pereentage points, 
stood at 6.2%. In that month, the twelve-month 
moving average of the yield on the Bulgarian 
benehmark bond stood at 3.5%, i.e. about 2.7 
pereentage points below the referenee value. 


Graph 2.6:Bulgaria - Long-term interest rate eriterion 



Bulgaria o Reference value 

Source; Commission Services. 


The long-term interest rate of Bulgaria has been on 
a gradually deelining trend sinee 2009. Bulgarian 
benehmark bond yields feil signifieantly in the 
seeond half of 2012, with the ealming of fmaneial 
tensions in the euro area, and in Greeee in 
partieular. However, 2013 was eharaeterized by 
some inerease in the long-term interest rate, related 
to politieal uneertainty around the eleetions in that 
year and an expeeted monetary tightening in the 
USA. 


Graph 2.7.Buigaria - Long-term interest rates 



Bulgaria Germany 

Source; Eurostat. 


Spreads to the Bund deelined by almost 200 basis 
points in the seeond half of 2012 and fluetuated 


around 190 basis points in 2013, as the rise in 
Bulgaria's long-term interest rate broadly followed 
that of Germany. The spread to the German 
benehmark bond was at around 200 basis points in 
April 2014 (”). 


2 . 6 . ADDITIONAL FACTORS 

The Treaty (Artiele 140 TFEU) ealls for an 
examination of other faetors relevant to eeonomie 
Integration and eonvergenee to be taken into 
aeeount in the assessment. The assessment of the 
additional faetors - ineluding balanee of payments 
developments, produet, labour and finaneial 
market Integration - gives an important indieation 
of a Member State' s ability to integrate into the 
euro area without diffieulties. 

In November 2013, the Commission published its 
third Alert Meehanism Report (AMR 2014) 
under the Maeroeeonomie Imbalanee Proeedure 
(MIP - see also Box 1.5). The AMR 2014 
seoreboard showed that Bulgaria exeeeded the 
indieative threshold in two out of eleven 
indieators, one in the area of external imbalanees 
(i.e. the net international Investment position) and 
one in the area of internal imbalanees (i.e. the 
unemployment rate). In line with the eonelusion of 
the AMR 2014, Bulgaria was subjeet to an in- 
depth review, whieh found that Bulgaria eontinues 
to experienee maeroeeonomie imbalanees, whieh 
require monitoring and poliey aetion. 

2.6.1. Developments of the balanee of 
payments 

Bulgaria's external balanee (i.e. the eombined 
eurrent and eapital aeeount) adjusted from high 
pre-erisis defieits to elose to balanee by 2010 and 
reaehed a surplus of around 3% of GDP in 2013. 
Both goods and serviees trade performed well, 
with the traditionally negative goods balanee being 
partly eounterbalaneed by the surplus on serviees. 
The ineome aeeount also improved in 2012, 
refleeting lower profits on FDI, but this slightly 
reversed in 2013. The strongest improvement 
relative to 2011 eame from eurrent transfers, 
refleeting an inereasing absorption of EU funds 
and remittanees from Bulgarians working abroad. 


The referenee to the German benehmark bond is ineluded 
for illustrative purposes, as a proxy of the euro area long- 
term AAA yield. 

http ://ec.europa.eu/europe2020/pdf'20 1 4/amr20 1 4_en.pdf 
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Table 2.4: 

Bulgaria - Balance of payments (percentage of GDP) 



2008 

2009 

2010 

2011 

2012 

2013 

Current account 

-23.1 

-8.9 

-1.5 

0.1 

-0.8 

1.9 

of which: Balance of trade in goods 

-24.3 

-11.9 

-7.7 

-5.6 

-8.7 

-5.9 

Balance of trade in Services 

3.7 

3.7 

5.2 

6.0 

6.0 

5.3 

Income balance 

-5.0 

-3.4 

-3.1 

-4.7 

-3.3 

-3.5 

Balance of current transfers 

2.4 

2.7 

4.2 

4.4 

5.2 

6.0 

Capital account 

0.8 

1.4 

0.8 

1.3 

1.4 

1.2 

Extemal balance 

-22.3 

-7.6 

-0.7 

1.4 

0.5 

3.0 

Financial account 

30.5 

5.2 

-0.8 

-2.7 

-1.7 

-2.2 

of which: Net FDI 

17.5 

7.2 

2.7 

3.1 

2.0 

2.4 

Net portfolio inflows 

-2.1 

-1.8 

-1.8 

-0.9 

-2.2 

-0.3 

Net other inflows 

16.9 

-2.1 

-2.8 

-4.5 

3.9 

-5.7 

Change in reserves (+ is a decrease) 

-1.9 

1.9 

1.1 

-0.4 

-5.4 

1.5 

Financial account without reserves 

32.4 

3.3 

-1.9 

-2.3 

3.7 

-3.7 

Errors and omissions 

-8.1 

2.4 

1.5 

1.3 

1.2 

-0.9 

Gross Capital formation 

37.5 

29.4 

22.9 

21.9 

21.7 

20.9 

Gross saving 

14.4 

20.4 

22.5 

22.0 

20.9 

22.8 

Extemal debt 

105.1 

108.3 

102.7 

94.3 

94.6 

93.5 

International investment position 

-98.4 

-101.8 

-95.4 

-85.9 

-79.1 

-78.1 


1 ) The combined current and Capital account. 

2) Including financial derivatives. 

Sources: Eurostat, Commission Services, Bulgarian National Bank. 


Mirroring the trends of the current account, the 
savings-investment gap hovered dose to balance 
from 2010 and rose to about 2% of GDP in 2013. 
Gross national savings remained high by historical 
Standards, as Companies continued to undergo 
balance-sheet adjustments and households 
remained cautious in their spending, in spite of 
increasing incomes. At the same time, gross fixed 
Capital formation remained subdued as firms and 
households have not recovered confidence amid a 
weak economic recovery. Capacity utilisation in 
industry remains below the pre-crisis peak levels. 


Graph 2.8.Bulgaria - Saving and investment 

(in percent of GDP at market prices) 
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■ Gross national saving Gross Capital formation at current prices; total economy 

Source: Eurostat, Commission Services. 


Competitiveness indicators showed a mixed 
picture in the past two years. The ULC-deflated 
real-effective exchange rate bas appreciated 


significantly since mid-2012, largely due to the 
rising NEER. On the other band, HICP- and 
manufacturing sector ULC-based REERs remained 
more stähle (given that manufacturing sector 
records lower wage growth than in the Services 
sector while productivity growth is higher). 
Bulgaria has had an improving market 
performance since the 2008 crisis. After a 
temporary dip in 2012, this trend resumed in 2013. 


Graph 2.9.Bulgaria - Effective exchange rates 



Source: Commission Services. 


Moderate financial account outflows have 
continued since 2010. Net EDI inflows have 
remained positive, but rather subdued by historical 
Standards since 2009. New investments went 
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mainly to productive sectors, including automotive 
and metals manufacturing and energy. The slump 
in real estate activity was reflected by a sharp drop 
in FDI in this sector. The banking sector bas 
continued to reduce its foreign liabilities and 
increased its assets abroad. Net portfolio outflows 
declined to close to zero in 2013. Gross external 
debt declined significantly from around 108% of 
GDP at end-2009 to about 94% by end-2013, 
supported by repayment of foreign debt by the 
banking sector and non-financial corporate 
deleveraging. Similarly, the improvement in the 
international Investment position was reflected in a 
reduction in net external debt, while the FDI stock 
bas remained relatively stable. 

According to the Commission Services’ 2014 
Spring Forecast, the external surplus is projected to 
abate to around 2% of GDP in 2014 and 2015, as a 
pick-up in domestic demand is expected to drive 
imports while export growth remains overall 
robust. 

2.6.2. Market integration 

The Bulgarian economy is well integrated to the 
euro area through trade and Investment linkages. 
As a small open economy, Bulgaria is 
characterised by a high ratio of trade openness. 
Düring the global crisis, however, Bulgaria 
recorded a contraction of trade openness, as 
external demand faltered, and both imports and 
exports contracted in real terms. In recent years, 
due to the rebound of global trade, the declining 
trend in openness to trade reversed, increasing 
from a low of 52% in 2009 to some 68% in 2012. 

Bulgaria's export specialisation is focused on 
intermediate technology products. A breakdown of 
exported goods by product category shows a 
predominance of labour and raw-material- 
intensive, low- and medium-technology goods 
over high-technology goods. Mineral products 
(19%), base metals (18%), and machinery and 
electrical equipment (14%) are the largest export 
sectors in Bulgaria. Despite an increase in the 
share of high technology products in exports until 
2009 (reaching 4.6% of GDP), the trend seems to 
have reversed in recent years, contributing to a 
high-tech trade deficit (i.e. trade deficit in high- 
tech) of-3.8%in 2012. 

Bulgaria experienced significant FDI inflows 
during the pre-crisis period on account of low 
labour costs, an excellent tourism potential and a 


lower risk perception associated with the 
perspective of the country's EU accession. The 
main recipient sectors of FDI were Services (real 
estate and business activities, and financial 
intermediation), construction and to a lesser extent 
manufacturing. FDI inflows reached a high of 29% 
of GDP in 2007, but dried up considerably during 
the global economic downturn, with just 3.7 % of 
GDP in 2012. However, in particular due to the 
high accumulation rate experienced in the years 
before the crisis, the FDI stock in Bulgaria is 
higher than the average for the other non-euro area 
Member States. 

After the pre-crisis boom that ended in 2008, 
house prices in Bulgaria have been declining. The 
cumulated correction between 2008 and 2012 
reached 42% but the speed of the adjustment has 
declined over time. In 2012, the real house price 
Index feil by 7% (compared to 10% in 2011). 
Building permits feil sharply from 2007 to 2012, 
accumulating a huge 83% decline. The latest 
available figures signal a trend reversal and the 
number of authorisations to Start building projects 
increased by 16% in 2013. Employment and value 
added in the construction sector have decreased 
steadily since 2009. 

Concerning the business environment, Bulgaria 
performs in general worse than most euro area 
Member States in international rankings (^^). 
Based on the World Bank Doing Business 
indicators, the performance of Bulgaria 
deteriorated in 2013 in the areas of starting a 
business, dealing with construction permits and 
registering property, accessing electricity and 
protecting investors and managing insolvency. On 
the other band, there was a marked improvement 
in the indicator related to trading across borders. 
Public administration as a whole score s relatively 
poorly according to the World Bank's Worldwide 
Governance Indicators ('^^). According to the 
November 2013 Internal Market Scoreboard, 
Bulgaria had a transposition deficit (0.6%) close to 
the 0.5 % target as proposed by the European 
Commission in the Single Market Act (201 1). 


For instance, Bulgaria ranks 58th (out of 189 economies) 
on the World Bank's 2014 Ease of Doing Business Index 
and 57th (out of 148 eeonomies) on the World Eeonomie 
Forum's 2013-2014 Global Competitiveness Index, 
http :// info . worldbank. org/ govemanee/wgi/ 

Index. aspx#honie 
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Table 2.5: 

Bulgaria - Product market Integration 


2007 

2008 

2009 

2010 

2011 

2012 

Trade openness (%) 

69.4 

68.5 

51.9 

58.4 

66.5 

68.2 

Intra-EA trade in goods GDP ratio (%) 

26.3 

24.5 

18.7 

20.8 

25.0 

24.8 

Intra-EA trade in serviees GDP ratio (%) 

n.a. 

5.8 

5.6 

4.9 

4.6 

5.0 

Extra-EA trade in goods GDP ratio (%) 

31.2 

32.4 

22.2 

27.5 

31.7 

33.1 

Export in high teehnology (%) 

3.5 

3.6 

4.6 

4.1 

3.7 

3.8 

High-teeh trade balanee (%) 

-3.2 

-2.9 

-2.0 

-2.2 

-2.8 

-3.8 

Total FDI inflows GDP ratio (%) 

29.4 

19.0 

7.0 

3.2 

3.5 

3.7 

Intra-EA FDI inflows GDP ratio (%) 

20.3 

12.3 

4.3 

3.0 

2.7 

2.0 

FDI intensity 

15.0 

10.2 

3.4 

1.8 

1.9 

2.2 

Internal Market Direetives (%) 

0.8 

0.4 

0.3 

0.4 

0.9 

0.6 

Time to Start up a new eompany 

32.0 

49.0 

18.0 

18.0 

18.0 

18.0 

Real house priee index 

n.a. 

145.5 

114.1 

100.0 

90.3 

84.1 

Residential Investment (%) 

5.3 

6.1 

5.3 

2.8 

2.4 

n.a. 

Building permits index 

500.8 

385.2 

157.0 

100.0 

85.5 

82.8 


1) (Imports + Exports of goods and Services / (2 x GDP at current market prices)) x 100 (Foreign Trade Statistics, Balance of Payments). 

2) (lntra-EA-18 Imports + Exports of goods / (2 x GDP at current market prices)) x 100 (Foreign Trade Statistics). 

3) lntra-EA-1 7 trade in Services (average credit and debit in % of GDP at current prices) (Balance of Payments). 

4) (Extra-EA-18 Imports + Exports of goods / (2 x GDP at current market prices)) x 100 (Foreign Trade Statistics). 

5) Taken directly from Eurostat's databases: Exports of high technology products as a share of total exports. 

6) (Exports - Imports in high tech) / GDP at current prices x 100, since 2007 the data based upon SITC Rev. 4 (earlierSITC Rev. 3). 

7) Total FDI inflows (in % of GDP at current prices). 

8) lntra-EA-1 7 FDI inflows (in % of GDP at current prices). 

9) FDI intensity (average intra-EU-27 inflows and outflows in % of GDP at current prices). 

10) Percentage of internal market directives not yet communicated as having been transposed, in relation to the total number. 

1 1 ) Time to Start a new Company (in days), Doing Business World Bank. 

12) Deflated house price index (2010=100), Eurostat. 

13) Gross Capital formation in residential buildings (in % of GDP), Eurostat. 

14) Number of new residential building permits (2010=100), Eurostat. 

Sources: Eurostat, Sectoral Performance Indicators Database (SPI), Commission Services. 


The experience of 2008-13 shows that the 
Bulgarian labour market adjusts to eeonomie 
shoeks by shedding labour rather than by lowering 
wages This tendeney is not entirely explained 
by institutional faetors. Wage setting appears 
relatively flexible in Bulgaria aeeording to most 
labour market institutional features (wage 
bargaining largely at firm level, relatively low 
eoverage of eolleetive wage agreements, low union 
density, short duration of wage bargaining 
eontraets, limited wage indexation). While most 
institutional features do not therefore seem to 
signifieantly limit labour market adjustment, an 
exeeption appears to be a unique Bulgarian System 
of minimum soeial seeurity thresholds, whieh set a 
multitude of wage floors by industry and 


Maiväli, M. and M. Stierle, ‘The Bulgarian labour market 
puzzle: Strong wage growth amidst rising unemployment’, 
Country Focus, Directorate-General for Economic and 
Financial Affairs, European Commission, 2013. 


oeeupation, potentially limiting downward wage 
flexibility in a erisis. 

While the Bulgarian labour market demonstrated 
some flexibility during the downturn through 
shedding labour, it appears less effieient in post- 
erisis realloeation and re-employment of labour. In 
Bulgaria, aetive labour market and retraining 
pobeies to faeilitate the upgrading of the skills of 
the unemployed and their transition to new 
employment are less developed. The Bulgarian 
labour market is also eharaeterised by persistent 
emigration. Aeeording to the National Statisties 
Offiee data, net emigration was espeeially high 
during 2009-10, eoineiding with the period of the 
labour market erisis. However, while emigration 
was less pronouneed in other periods, it exeeeded 
immigration flows also during the boom years 
2007-08 and sinee 2011 (last data is available from 
2012). This suggests that emigration is 
fundamentally driven by the large ineome gap with 
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the other EU Member States and domestic labour 
market eyeles only affeet the strength of net 
emigration. Therefore, it eannot be expeeted that in 
Bulgaria eross-border labour movements would 
symmetrieally faeilitate labour market adjustments 
both over up- and downturns of the eeonomie 
eyele. 

2.6.3. Financial market integration 

Bulgaria's fmaneial seetor is well integrated with 
the EU finaneial seetor, in partieular through a 
high level of foreign ownership in its banking 
System. The share of foreign-owned institutions in 
total bank assets has, however, deelined during the 
erisis, reaehing 73% in 2012, as loeal banks were 
more aetive in the new environment. Bank 
eoneentration, as measured by the market share of 
the five large st eredit institutions in total assets, 
has eonverged to the euro area average sinee EU 
aeeession. 


Graph 2. /O. Bulgaria - Foreign ownership and eoneentration 
in the banking seetor 



■ eoneentration in the banking seetor (CR5 ratio) 
Share of foreign institutions as % of total assets 


Source: ECB, Structural financial indicators. 

Finaneial intermediation in Bulgaria is mainly 
indireet, with domestie bank eredit steadily around 
70% of GDP sinee 2011. Rapid eredit expansion 
ended by 2009 as ehanges in the international 
finaneial environment eonstrained aeeess to 
foreign funding and the eeonomy started to 
deleverage. The attraetiveness of domestie deposit 
eolleetion inereased and eompetition among banks 
led to high deposit rates in some periods. The 
banking seetor managed to substantially reduee its 
relianee on external funding. Credit to the 
eeonomy by the domestie banking seetor has been 
flat sinee mid-2012. The share of foreign-eurreney 
loans (predominantly in euro) in total deelined 
somewhat during the past two years and stood 
around 72% for non- finaneial eorporations and 
39% for households at the end of 2013. Private 


seetor debt of 132% of GDP in 2012 is somewhat 
below the euro area average (145% of GDP) 

The Bulgarian finaneial System has proved 
resilient to the international finaneial erisis. No 
banking System reseue measure had to be taken by 
the government. Confidenee in the eurreney board 
arrangement is strong and international reserves 
remained at high level. The banking System is 
fairly liquid and well eapitalized, with a eapital 
adequaey ratio of 16.9% at the end of 2013. The 
quality of the loan portfolio is, however, still 
deteriorating, with the share of non-performing 
loans reaehing 16.9% at end-2013, as domestie 
reeovery has been weak. Profitability of the 
domestie banking seetor has remained positive 
sinee EU aeeession. 

Graph 2. J / .Bulgaria - selected banking seetor soundness 



■ Return on equity Capital adequaey «Non performing loans 

Nate: Far 2007 EU-27 nan perfarming laans are a praxy far EA. 

Far2007, EA RaE and CAR averages are unweighted. 

Saurce: ECB, EC calculatians. 

The non-banking finaneial seetor remains 
underdeveloped relative to the euro area with a 
relatively small insuranee seetor. The fmaneial 
deepening of eapital markets, whieh progressed 
eonsiderably during the eeonomie boom, eame to a 
halt sinee the finaneial erisis. The eapitalization of 
the stoek market deelined markedly sinee its highs 
of 2007 and was down to less than 13% of GDP in 
2013. The debt seeurities market remains small in 
eomparison with the euro area average and is 
mainly used for fmaneing a part of Bulgaria's 
relatively low publie debt. 


Data on private seetor debt are based on eonsolidated ESA 
95 data of non-financial eorporations and households (and 
non-profit institutions serving households) seetors' 
liabilities related to loans and seeurities other than shares. 
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Graph 2. /2:Bulgaria - Recent development of the 
financial System relative to the euro area 



BG, 2013 


■ Debt Securities Stock market capitalisation «Credit to non-financial corporations BCredit to househoids 

Note: Debt Securities other than shares, excluding tinancial derivatives. 
Source: ECB, Commission Services. 


Regulation and supervision of monetary finaneial 
institutions is eondueted by the BNB. Sinee 1 
Mareh 2003, all players in the non-banking 
finaneial seetor and the eapital markets are under 
the supervision of a single regulator, the Finaneial 
Supervision Commission (FSC). The FSC 
eooperates strongly with the BNB, as well as with 
international partners, espeeially from the 
neighbouring eountries. Bulgaria has a good traek 
reeord of implementing EU finaneial serviees 
direetives. 
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3.1. LEGAL COMPATI Bl LITY 

3.1.1. Introduction 

Ceskä närodni banka (CNB - Czech national bank) 
was established on January 1, 1993. Its main legal 
basis is the Czech National Council Act No. 
6/1993 Coli, on the Czech National Bank, adopted 
on 17 December 1992 (the CNB Law). 

Following the Convergence Report 2012, the CNB 
Law was amended by Law No. 227/2013 Coli, 
which was adopted on 20 June 2013. However, 
since there have been only limited amendments as 
regards the incompatibilities highlighted in the 
Commission's 2012 Convergence Report, the 
comments made in the latter are largely repeated in 
this year's assessment. 

3.1.2. Independence 

Article 9(1) of the CNB Law prohibits the CNB 
and its Board from taking instructions from the 
President of the Czech Republic, Parliament, the 
Government, administrative authorities. European 
Union institutions, any government of a Member 
State of the European Union or any other body. 

However, according to Article 3 of the CNB Law, 
the CNB shall submit a report on monetary 
developments to the Chamber of Deputies of the 
Parliament for review at least twice per year. The 
Chamber of Deputies may ask for a revised report 
and in this case, the CNB will have to submit a 
revised Version complying with the Chamber of 
Deputies' requirements. This power of the 
Parliament to ask for amendments and, thus, to 
influence the content of the CNB's report on 
monetary developments can affect the CNB's 
institutional independence. For this reason, Article 
3 contradicts Article 9(1) and is considered as 
incompatible with Article 130 of the TFEU and 
Article 7 of the ESCB/ECB Statute. 

Further, Article 9(1) of the CNB Law needs to be 
adapted to fully reflect the provisions of Article 
130 of the TFEU and Article 7 of the Statute and 
consequently expressly prohibit third parties from 
giving instructions to the CNB and its Board 
members who are involved in ESCB-related tasks. 


The power for the Chamber of Deputies of the 
Parliament to request modifications to the 
submitted earlier annual financial report (Article 
47(5) of the CNB Law), could also hamper the 
CNB’s institutional (and possibly financial) 
independence. Thus, Article 47(5) of the CNB 
Law constitutes an additional incompatibility 
which should be removed from the Act. 

Pursuant to Article 11(1) of the CNB Law, the 
Minister of Finance or another nominated member 
of the Government may attend the meetings of the 
Bank Board in an advisory capacity and may 
submit motions for discussion. Article 11(2) 
entitles the Governor of the CNB, or a Vice- 
Govemor nominated by him, to attend the 
meetings of the Government in an advisory 
capacity. With regard to Article 11(1) of the CNB 
Law, although a dialogue between a central bank 
and third parties is not prohibited as such, it should 
be ensured that this dialogue is constructed in such 
a way that the Government should not be in a 
Position to influence the central bank when the 
latter is adopting decisions for which its 
independence is protected by the TFEU. The active 
participation of the Minister, even without voting 
right, to discussions where monetary policy is set 
would structurally give to the Government the 
opportunity to influence the central bank when 
taking its key decisions. Therefore, Article 11(1) 
of the CNB Law is incompatible with Article 130 
of the TFEU, as Member States have to take 
undertake not to seek to influence the members of 
the decision-making bodies of the national central 
bank. 

3.1 .3. Prohibition of monetary finoncing 

Article 34a(l) first half-sentence of the CNB Law 
prohibits the CNB from providing overdraft 
facilities or any other type of credit facility to the 
bodies, institutions or other entities of the 
European Union, central govemments, regional or 
local authorities or other bodies govemed by 
public law, other entities govemed by public law 
or public undertakings of the Member States of the 
European Union. The list of entities does not fully 
mirror the one in Article 123(1) of the TFEU and, 
therefore, has to be amended. 
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Moreover, the footnote in Article 34a(l) CNB Law 
should refer to Article 123(2) of the TFEU instead 
of globally to Article 123 of the TFEU. 

3.1 .4. Integration in the ESCB 

Objectives 

Pursuant to Article 2(1) of the CNB Law, "in 
addition" to the CNB's primary objective of 
maintaining price stability, the CNB shall work to 
ensure financial stability and the safety and sound 
Operation of the financial System and - without 
prejudice to its primary objective - support the 
general economic policies of the Government and 
the European Union. Article 2(1) of the CNB Law 
needs to be amended with a view to achieving 
compatibility with Article 127 TFEU and Article 2 
of the ESCB/ECB Statute. Compatibility with the 
ESCB's objectives requires a clear supremacy of 
the primary objective over any other objective. 

Tasks 

The incompatibilities in this area, following the 
TFEU provisions and ESCB/ECB Statute, include: 

• definition of monetary policy and monetary 
functions, operations and instruments of the 
ECB/ESCB (Articles 2(2)(a), 5(1) and 23 to 26, 
28, 29, 32, 33 of the CNB Law); 

• conduct of exchange rate operations and the 
definition of exchange rate policy (Articles 35 
and 36 of the CNB Law); 

• holding and management of foreign reserves 
(Articles 35(c), 36 and 47a of the CNB Law); 

• non-recognition of the competences of the ECB 
and of the Council on the banknotes and coins 
(Article 2(2)(b), Articles 12 to 22 of the CNB 
Law); 

• ECB's right to impose sanctions (Article 46a of 
the CNB Law). 

There are also some imperfections regarding: 

• the absence of reference of the role of the ECB 
and of the EU in the collection of statistics 
(Article 41); 


• non-recognition of the role of the ECB in the 
functioning of the payment Systems (Article 38 
and 38a of the CNB Law); 

• non-recognition of the role of the ECB and of 
the Council in the appointment of the external 
audit of the CNB (Article 48(2) of the CNB 
Law); 

• absence of an Obligation to comply with the 
Euro System' s regime for the financial reporting 
of NCB operations (Article 48 of the CNB 
Law); 

• non-recognition of the role of the ECB in the 
field of international Cooperation (Article 2(3) 
of the CNB Law). 

3. 1.5. Assessment of compatibility 

As regards the independence of the central bank, 
the Prohibition of monetary financing and the 
integration of the central bank in the ESCB at the 
time of euro adoption, the CNB Law is not fully 
compatible with the compliance duty under Article 
131 ofthe TFEU. 


3.2. PRICE STABILITY 

3.2.1 . Respect of the reference volue 

The 12-month average Inflation rate, which is used 
for the convergence evaluation, was below the 
reference value at the time of the last convergence 
assessment of the Czech Republic in 2012. 
Following an upward trend since mid-2010, it 
peaked at above 3.5% in late 2012, before 
declining gradually close to 1% in early 2014. In 
April 2014, the reference value was 1.7%, 
calculated as the average of the 12-month average 
Inflation rates in Latvia, Portugal and Ireland plus 
1.5 percentage points. The corresponding Inflation 
rate in the Czech Republic was 0.9%, i.e. 0.8 
percentage points below the reference value. The 
12-month average Inflation rate is projected to fall 
well below the reference value in the months 
ahead. 
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Graph 3. / .Czech Republic - Inflation criterion since 2008 


(percent, l2-month moving average) 



Czech Republic o Reference value 

Note: The dots in December 2014 show the projected 

reference value and l2-month average inflation in the country. 

Sources: Eurostat, Commission Services' Spring 2014 Forecast. 

3.2.2. Recent inflation developments 

Annual HICP inflation in the Czech Republic 
moved broadly in line with the euro-area average 
in the period between 2009 and 2011. It increased 
above the euro-area inflation in 2012, largely due 
to an increase in the lower VAT rate while higher 
energy and food prices in global commodity 
markets were also passed through into consumer 
prices. Despite another VAT increase in January 
2013, price growth significantly moderated 
throughout 2013 as pressures stemming from 
energy prices gradually eased off and growth in 
prices of Services became subdued. Price 
developments in the Services sector reflected a 
Sharp fall in prices of communication Services and 
lower increases in administered prices as compared 
to previous years. Lack of demand pressures, 
reflecting the economic downturn, also contributed 
to the moderate price growth. Annual HICP 
inflation hovered close to 0.3% in early 2014. 

Core inflation (measured as HICP inflation 
excluding energy and unprocessed food), averaged 
1.7% in 2012-2013, reflecting weak underlying 
price pressures in the real economy. Higher costs 
of key intermediate inputs - energy and food 
Commodities - together with changes in VAT were 
the main drivers of price growth in processed food, 
and in 2012 also in Services. Prices of non-energy 
industrial goods have followed a declining trend 
since 2002 on the back of intensifying competition 
on final markets and sustained effectiveness gains 
on the part of producers of imported goods. In 
2012-2013, their negative contribution to core 
inflation was mitigated by the above-mentioned 
increases in indirect taxes and a weaker koruna. In 
2012, headline inflation exceeded core inflation by 
a wide margin as the hikes in imported food and 
energy prices were not fully passed through into 
core inflation. Producer price inflation for total 


industry decreased to 0.8% in 2013, confirming the 
moderation of cost pressures on the supply side. 


Graph 3.2.Czech Republic - HICP inflation 



Czech Republic Euro area 

Source: Eurostat. 


3.2.3. Underlying factors and sustainability of 
inflation 

Macroeconomic policy-mix and cyclical 
stance 

Folio wing a moderate recovery in 2010-2011, real 
GDP declined again in both 2012 and 2013 largely 
on account of falling dorne Stic demand. While 
private consumption expenditure was negatively 
affected by declines in real disposable income of 
households, gross Capital formation feil due to 
recurrent cuts in public investment and decreased 
risk tolerance on the part of businesses. As these 
factors gradually eased off, economic growth 
resumed in the second quarter of 2013, albeit 
initially at a modest pace. According to the 
Commission Services' 2014 Spring Forecast, 
economic activity, supported by a brightening 
Outlook for the global economy, is expected to 
strengthen, resulting in real GDP growth of 2% in 
2014 and 2.4% in 2015. The Czech economy is 
estimated to have operated well below its potential 
since 2009 and the output gap is projected to 
remain negative even in 2015. 

The fiscal stance, as measured by changes in the 
structural balance, has been restrictive since 2010. 
The headline deficit decreased in 2010 and 2011 
on account of improvements in both the cyclical 
and structural components. The structural balance 
continued to improve in 2012 as further 
consolidation was pursued, although the headline 
deficit was temporarily pushed up by sizeable one- 
off expenditure measures (in particular related to 
the adoption of the law on financial compensations 
to churches). Fiscal adjustment in both 2012 and 
2013 relied heavily on cuts in public investment 
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Table 3. 1 : weights 


Czech Republic - Components of inflation 




(percentage change)'^ 

in total 


2008 

2009 

2010 

2011 

2012 

2013 

Apr-14 

2014 

HICP 

6.3 

0.6 

1.2 

2.1 

3.5 

1.4 

0.9 

1000 

Non-energy industrial goods 

-0.2 

-2.4 

-2.4 

-1.8 

-0.5 

-0.5 

-0.3 

238 

Energy 

11.0 

2.7 

4.3 

7.2 

7.7 

0.6 

-1.8 

144 

Unprocessed food 

2.1 

-1.8 

3.5 

0.7 

7.7 

7.2 

5.4 

76 

Processed food 

11.0 

0.7 

2.1 

5.9 

5.0 

3.0 

3.2 

208 

Services 

7.6 

2.5 

1.9 

1.1 

3.1 

1.0 

0.5 

334 

HICP excl. energy and unproc. food 

5.8 

0.5 

0.5 

1.4 

2.4 

1.0 

1.0 

780 

HICP at constant taxes 

4.3 

0.6 

-0.1 

2.1 

2.2 

0.5 

0.2 

1000 

Administered prices HICP 

13.6 

6.9 

5.0 

2.9 

8.3 

3.5 

2.2 

107 


1 ) Measured by the arithmetic average of the latest 1 2 monthly indices relative to the arithmetic average of the 1 2 monthly indices 
in the previous period. 

Sources: Eurostat, Commission Services. 


and increases in indirect taxes, which is likely to 
have accentuated the economic downtum. Looking 
ahead, the fiscal stance is expected to loosen in 
both 2014 and 2015. 

Monetary policy, conducted within an Inflation 
targeting framework was further loosened in 
2012 in view of the subdued Inflation outlook and 
faltering recovery. The CNB cut its main policy 
rate (the 2-week repo rate) by a cumulative 70 
basis points to its technical 'zero bound' (0.05%) 
between June and November 2012. Despite the 
accommodative monetary policy stance, credit 
growth and the Inflation outlook remained 
subdued. Having fully exploited the interest rate 
channel, the CNB began using the exchange rate as 
an additional Instrument for easing monetary 
conditions in November 2013, which is likely to 
stoke Up Inflation in 2014. 

Wages and labour costs 

The labour market showed substantial flexibility in 
accommodating lower labour demand during the 
economic downturn of 2012 and 2013. 
Specifically, the rise in unemployment was limited 
by the willingness of firms to cut working hours 
rather than Jobs and by a persistent shift from 
regulär to self-employment. The unemployment 
rate peaked at 7% in 2012 and started to decline (in 
seasonally adjusted terms) in the second half of 
2013. Despite the unfavourable economic 
Situation, the number of employed persons 
continued to expand at a modest pace, supported 
by a growing supply of part-time Jobs and rising 
participation of older workers. Real wages feil in 

As from January 2010, the Inflation target of the CNB is 
set as annual consumer price index growth of 2% (with a 
tolerance band of ± 1 percentage point). 


both 2012 and 2013 as a consequence of modest 
nominal wage increases in this period. The Czech 
Population of working age is projected to continue 
shrinking in coming years, which is set to weigh 
on employment growth going forward. 

Graph 3.3:Czech Rep. - Inflation, productivity and wage trends 



Productivity (reai GDP per person empioyed) 

— — — — - Nominai compensation per empioyee 
Nominai unit iabour costs 
HiCP inflation 

Source: Eurostat, Commission Services' Spring 2014 Forecost. 

The labour hoarding behaviour on the part of 
employers contributed to negative growth in 
productivity per worker in 2012 and 2013. As 
nominal compensation per empioyee continued to 
rise in 2012, nominal unit labour costs (ULC) 
increased. ULC broadly stabilised in 2013 due to 
the decline in nominal compensation per 
empioyee. This was to a large extent related to the 
introduction of a second personal income tax 
bracket, in anticipation of which part of 
compensations was paid out in the fourth quarter 
of 2012, before the tax became effective. Labour 
productivity is expected to increase again along 
with the firming economic recovery, thus 
dampening nominal ULC growth in 2014 and 
2015. 
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Toble 3.2: 

Czech Republic - Other Inflation and cost indicators (annual percentage change) 



2008 

2009 

2010 

2011 

2012 

2013" 

2014"' 

2015^ 

HICP inflation 









Czech Republic 

6.3 

0.6 

1.2 

2.1 

3.5 

1.4 

0.8 

1.8 

Euro area 

3.3 

0.3 

1.6 

2.7 

2.5 

1.3 

0.8 

1.2 

Private consumption deflator 








Czech Republic 

4.8 

0.8 

-0.2 

0.5 

2.7 

1.1 

1.0 

1.8 

Euro area 

2.7 

-0.4 

1.6 

2.4 

2.1 

1.3 

0.9 

1.3 

Nominal compensation per employee 








Czech Republic 

4.2 

-0.6 

3.1 

2.3 

1.9 

-1.9 

2.1 

2.4 

Euro area 

3.5 

1.8 

2.0 

2.2 

2.0 

1.7 

1.6 

1.9 

Labour productivity 

Czech Republic 

0.8 

-2.8 

3.5 

1.9 

-1.4 

-1.8 

1.8 

2.0 

Euro area 

-0.3 

-2.4 

2.6 

1.4 

0.2 

0.5 

0.9 

1.0 

Nominal unit labour costs 









Czech Republic 

3.4 

2.2 

-0.4 

0.5 

3.3 

-0.1 

0.3 

0.4 

Euro area 

3.8 

4.3 

-0.6 

0.7 

1.8 

1.1 

0.7 

0.8 

Imports of goods deflator 

Czech Republic 

-3.0 

-2.9 

1.0 

3.1 

3.7 

-0.3 

3.2 

1.0 

Euro area 

4.2 

-8.1 

5.7 

6.6 

2.3 

-1.9 

-1.0 

0.8 


1) 2013 dato (except HICP inflotion) ore estimotes. 

2) Commission Services' Spring 2014 Forecost. 

Source: Eurostat, Commission Services. 


External factors 

Given the size and openness of the Czech 
economy, Import prices have a sizeable effect on 
domestic price formation. Import prices (measured 
by the Imports of goods deflator) increased 
considerably in 2012, largely on account of higher 
prices of internationally-traded Commodities, but 
their growth significantly decelerated in 2013. As a 
result, energy and food prices increased 
significantly in 2012 before moderating by late 
2013. The joint contribution of energy prices and 
unprocessed food prices to HICP Inflation 
averaged 1.2 percentage points in 2012 and 2013, 
accounting for about half of the average HICP 
increase in this period. The key factor behind the 
projected increase in import prices in 2014 is a 
weaker nominal effective exchange rate of the 
komna. 

Inflationary impulses from the exchange rate have 
been moderate up to late 2013. The koruna's 
nominal effective exchange rate (measured against 
a group of 36 trading partners) depreciated by less 
than 2% between the first quarter of 2012 and the 
third quarter of 2013. However, following the 
CNB's decision to intervene on the foreign 
exchange market, the NEER dropped by about 6% 
in late 2013 and then remained broadly stähle in 
early 2014. 


Administered prices and taxes 

Changes in administered prices and indirect taxes 
have played a significant role in determining 
headline inflation in recent years. At the same 
time, the share of administered prices in the HICP 
basket bas declined in recent years to below 1 1 % 
by 2014 compared to 13% in the euro area. 

Changes in administered prices were a sizeable 
driver of inflation in 2012, but their growth 
moderated in 2013. Developments in 2012 were 
affected by the ongoing deregulation of rents, 
hikes in heat energy prices and changes in most 
administrative charges - in particular in health care 
- on account of the increase in the lower VAT rate 
(see below) and higher input prices of materials. 

Similarly, the contribution of indirect taxes to 
headline inflation was stronger in 2012 than in 
2013 as it was significantly influenced by changes 
in the value added tax in both years. While the 
lower VAT rate was increased from 10% to 14% 
in 2012, affecting about a third of the consumption 


According to the Eurostat definition, administered prices in 
the Czech Republic include inter alia regulated utility 
prices, heat energy, public transport, pharmaceuticals, 
medical and social Services. For details, see 
http://epp.eurostat.ec.europa.eu/portaEpage/portal/hicp/doc 
uments_meth/HICP-AP/HICP_AP_classification_20 1 1_20 
14_02.pdf 
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basket, both VAT rates were raised by 1 pp. to 
15% (the reduced rate) and 21% (the basic rate) 
respeetively in 2013. Another signifieant tax 
ehange that affeeted both years eoneerned the 
exeise duty on tobaeeo, the rates of whieh were 
harmonised with the minimum rates imposed by 
the EU Single Market rules. Constant tax Inflation 
was thus substantially lower than headline Inflation 
in 2012 and 2013. HICP Inflation is not expeeted 
to be signifleantly affeeted by further ehanges in 
indireet taxes in 2014. 

Medium-term prospects 

The fading out of past inereases in indireet taxes 
together with the large fall in regulated priees of 
eleetrieity are expeeted to keep inflation subdued 
in 2014. However, inflation is projeeted to piek up 
in the seeond half of 2014 on aeeount of the 
signifleant weakening of the komna in late 2013. 
Stronger domestie demand is then expeeted to 
stoke Up inflation in 2015. On this basis, the 
Commission serviees' 2014 Spring foreeast 
projeets annual HICP inflation to average 0.8% in 
2014 and 1.8% in 2015. 

Risks to this inflation outlook are broadly 
balaneed. The main downside risk stems from 
weaker-than-expeeted eeonomie aetivity on 
aeeount of a slower reeovery in the euro area and 
other key trading partners. On the upside, a 
stronger-than-expeeted reeovery in domestie 
demand would bolster nominal wages, and re- 
ignite demand pressures. 

The level of eonsumer priees in the Czeeh 
Republie was at some 71% of the euro-area 
average in 2012, with the relative priee gap widest 
for serviees. This suggests potential for further 
priee level eonvergenee in the long term. Ineome 
eonvergenee has effeetively stalled in the post- 
erisis period as the ineome level reaehed 75% of 
the euro-area average in PPS in 2012, eompared to 
76% in 2007. 

Medium-term inflation prospeets will eontinue to 
be affeeted by produetivity and wage 
developments as well as by the funetioning of 
produet markets (e.g. energy and 
teleeommunieation priees). Given the openness of 
the Czeeh eeonomy and its limited resouree base, 
eommodity priees and other extemal priee shoeks 
will eontinue to exereise signifleant influenee on 
domestie inflation. 


3.3. PUBLIC FINANCES 

3.3.1. The excessive deficit procedure for fhe 
Czeeh Republie 

On 2 Deeember 2009, the Couneil deeided that an 
exeessive defleit existed in the Czeeh Republie in 
aeeordanee with Artiele 126(6) of the Treaty on 
the Funetioning of the European Union (TFEU) 
and addressed reeommendations to the Czeeh 
Republie in aeeordanee with Artiele 126(7) with a 
view to bringing an end to the Situation of an 
exeessive government defleit by 2013. In its 
reeommendations, the Couneil invited the Czeeh 
Republie to ensure an average annual flseal effort 
of 1% of GDP over the period 2010-2013. The 
Couneil established the deadline of 2 June 2010 for 
the Czeeh government to take effeetive aetion to 
Implement the defleit redueing measures in 2010 
as planned in the draft budget law for 2010 and to 
outline in some detail the eonsolidation strategy 
that will be neeessary to progress towards the 
eorreetion of the exeessive defleit. On 13 July 
2010, the Couneil eoneluded that the Czeeh 
authorities had taken effeetive aetion to eorreet the 
exeessive defleit and that no additional steps in the 
exeessive defleit proeedure were neeessary at that 
Stage As the headline general government 
defleit was well below the 3% of GDP threshold in 
2013 and the Commission serviees' 2014 Spring 
Foreeast eonfirmed the durability of the eorreetion, 
the European Commission is reeommending that 
the Couneil abrogate the deeision on the existenee 
of an exeessive defleit in the Czeeh Republie. 

3.3.2. Recenf fiscal developmenfs 

The severe eeonomie downturn experieneed by the 
eountry in 2009 had a negative effeet on publie 
flnanees and eaused the general government defleit 
to widen from 2.2% of GDP in 2008 to 5.8% of 
GDP in 2009. The subsequent period has been 
marked by eontinuous efforts to eorreet the 
exeessive defleit and to bring publie flnanees baek 
on a more sustainable path. The eumulative flseal 
effort (measured by the ehange in the struetural 
balanee) in the period from 2010 until 2013 
amounted to about 5.5% of GDP. 


An OverView of all ongoing excessive deficit procedures 
can be found at: http://ec.europa.eu/economy_finance/ 
economic govemance/ sgp/ deficit/index_en.htm 
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Table 3.3: 

Czech Republic - Budgetary developments and projections (as % of GDP unless indicated otherwise) 


Outturn and forecast ' 

2008 

2009 

2010 

2011 

2012 

2013 

2014 

2015 

General government balanee 

-2.2 

-5.8 

-4.7 

-3.2 

-4.2 

-1.5 

-1.9 

-2.4 

- Total revenue s 

38.9 

38.9 

39.1 

40.0 

40.3 

40.9 

40.6 

40.2 

- Total expenditure 

41.2 

44.7 

43.8 

43.2 

44.5 

42.4 

42.5 

42.6 

of whieh: 









- Interest expenditure 

1.1 

1.3 

1.4 

1.4 

1.5 

1.4 

1.4 

1.3 

p.m.: Tax bürden 

34.5 

33.4 

33.6 

34.6 

35.0 

35.6 

35.2 

34.5 

Primary balanee 

-1.2 

-4.5 

-3.3 

-1.8 

-2.7 

-0.1 

-0.5 

-1.1 

Cyelieally-adjusted balanee 

-4.1 

-5.2 

-4.4 

-3.0 

-3.5 

-0.2 

-0.9 

-1.9 

One-off and temporary measures 

0.0 

0.3 

0.2 

0.0 

-1.8 

-0.1 

0.2 

0.0 

Struetural balanee 

-4.1 

-5.6 

-4.6 

-3.0 

-1.6 

-0.1 

-1.1 

-1.9 

Government gross debt 

28.7 

34.6 

38.4 

41.4 

46.2 

46.0 

44.4 

45.8 

p.m: Real GDP growth (%) 

3.1 

-4.5 

2.5 

1.8 

-1.0 

-0.9 

2.0 

2.4 

p.m: Output gap 

4.7 

-1.5 

-0.8 

-0.5 

-1.9 

-3.3 

-2.4 

-1.3 


Convergence Programme 2014 2015 2016 2017 


General government balanee 

-1.8 

-2.3 

-2.0 

-1.7 

Struetural balanee 

-1.0 

-1.6 

-1.6 

-1.9 

Government gross debt 

44.9 

46.0 

47.1 

47.1 

p.m. Real GDP (% ehange) 

1.7 

2.0 

2.1 

2.5 


1) Commission Services’ Spring 2014 Forecast. 

2) Cyclically-adjusted balance excluding one-off and other temporär/ measures. 

3) Commission Services’ calculations on the basis of the information in the Programme. One-off and other temporär/ measures 


in the convergence Programme of April 2014 are 0.1% of GDP in 2014, deficit-decreasing; and 0.1% of GDP in both 2015 and 2016, 
deficit-increasing. 

Sources: Commission Services, the 2014 Convergence Programme of Czech Republic. 


While the composition of the eonsolidation 
paekages varied from one year to another, two 
main budgetary items appear to have driven the 
Overall budgetary adjustment, namely indireet 
taxes and publie Investment. Within the eategory 
of indireet taxes, both exeise duties and VAT were 
inereased several times with an estimated 
eumulative fiseal impaet of almost 1.8% of GDP in 
the period 2010-2013. VAT rates inereased from 
5% and 19% in 2010 to the eurrent 15% and 21%. 
The Sharp drop in publie investment averaged 
more than 13% annually over the period 2010- 
2013. The eonsolidation effort affeeted also other 
expenditure and revenue eategories, sueh as soeial 
benefits, the publie seetor wage bill, intermediate 
eonsumption and the soeial seeurity eontributions, 
albeit to a lesser degree. 

The general government de fielt in 2013 reaehed 
1.5% of GDP. This outeome was underpinned by 
eonsolidation measures of 0.7 pp. of GDP, of 
whieh about two thirds fall on the revenue side. 
The main measures ineluded inereases in both the 
redueed and Standard VAT rate by 1 pp. and a 
lower indexation of pensions. A publie investment 
retrenehment of 12% year-on-year as well as 
higher property ineome refleeting strong 
performanee of some state -eontrolled eompanies 


were also important faetors eontributing to the 
reduetion of the headline defieit. The revenue-to- 
GDP ratio inereased by 0.6 pp. to 40.9% of GDP 
while the expenditure-to-GDP ratio feil by 2.1 pp. 
to 42.4 %of GDP. 

While still well below the 60% of GDP threshold, 
the debt ratio inereased from 38.4% of GDP in 
2010 to 46% of GDP in 2013, mainly on aeeount 
of high government defieits. 

3.3.3. Medium-term prospects 

The budget for 2014 was adopted by the 
Parliament on 19 Deeember 2013. Aeeording to 
the Commission serviees' 2014 Spring Foreeast, 
the general government defieit is expeeted to 
inerease to 1.9% of GDP in 2014 in an 
environment of improving maeroeeonomie 
eonditions. Government eonsumption is set to 
exhibit a relatively strong growth on aeeount of the 
planned inerease in the publie seetor wage bill and 
in intermediate eonsumption (total fiseal impaet of 
approximately 0.2% of GDP). The foreeast also 
faetors in a sharp inerease in publie investment as 
a strong rebound is expeeted in EU-finaneed 
investment projeets. The main defieit-redueing 
measures ine lüde an inerease in exeise duties and 
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one-off revenue from the sale of newly released 
frequency ränge s. Overall, total government 
expenditure will remain broadly in line with 
nominal GDP growth. The revenue -to-GDP ratio is 
projeeted to drop by 0.3 pp. to 40.6%. The 
stmetural balanee is foreeast to deteriorate by 
about 1.1 pp. of GDP in the eontext of a narrowing 
output gap. 

On unehanged polieies, the headline defieit is 
expeeted to widen to 2.4% of GDP in 2015 and the 
stmetural defieit is foreeast to deteriorate further to 
1.9% of GDP. The debt-to-GDP ratio is projeeted 
to remain broadly stable over the foreeast horizon 
reaehing 45.8% in 2015. 

The 2014 Convergenee Programme, eovering the 
period 2014-2017, was submitted by the Czeeh 
authorities on 28 April 2014. The main goal of the 
Programme 's budgetary strategy is to keep the 
general government defieit below the 3% of GDP 
referenee value in 2014-2017. The reealeulated 
stmetural balanee is expeeted to reaeh -1% of GDP 
in 2014 aeeording to the Programme, implying that 
the Czeeh Republie should reaeh its MTO this 
year. Folio wing an overall assessment of the Czeeh 
Republie's budgetary plans, with the stmetural 
balanee as a referenee, ineluding an analysis of 
expenditure net of diseretionary revenue measures, 
there is a risk that the stmetural defieit will exeeed 
the MTO in 2015. 

Further details on the assessment of the 2014 
Convergenee Programme for the Czeeh Republie 
ean be found in the Commission Staff Working 
Doeument, whieh aeeompanies the Commission 
Reeommendation for a Couneil Reeommendation 
on the 2014 National Reform Programme of the 
Czeeh Republie and delivering a Couneil Opinion 
on the 2014 Convergenee Programme of the Czeeh 
Republie. 

The Czeeh Republie has not signed the Treaty on 
Stability, Coordination and Govemanee in the 
EMU by the time of this assessment. 


3.4. EXCHANGE RATE STABILITY 

The Czeeh komna does not partieipate in ERM II. 
Since the late 1990's, the CNB has been operating 
under an explieit Inflation targeting framework 
eombined with a fioating exehange rate regime, 
allowing for foreign exehange market 
interventions by the eentral bank. 


The exehange rate of the komna against the euro 
experieneed a prolonged nominal appreeiation in 
the period following EU aeeession, amid 
signifieant eapital infiows that supported a 
sustained eeonomie eatehing-up. After reaehing an 
all-time-high against the euro in mid-2008, the 
komna' s exehange rate weakened eonsiderably 
during the global finaneial erisis in late 2008 and 
early 2009. The komna reeovered partly during 
2009 and then remained broadly stable, 
predominantly trading between 24 and 26 
CZK/EUR from early 2010 until late 2013. 

On 7 November 2013, the CNB began using the 
exehange rate as an additional Instrument for 
easing monetary eonditions in view of projeeted 
priee developments indieating an undershooting of 
the inflation target for a protraeted period of time. 
The CNB announeed that it would intervene on the 
foreign exehange market to weaken the komna, so 
that its exehange rate against the euro was elose to 
27, and elarified that it regarded this eommitment 
as one-sided, allowing the exehange rate to fioat 
freely on the weaker side of this level. The 
announeement and initial market interventions 
proved to be effeetive as the komna swiftly 
weakened from below 26 CZK/EUR to above 27 
CZK/EUR and then eontinued to trade elose to 
27.4 CZK/EUR in early 2014. During the two 
years before this assessment, the komna 
depreeiated against the euro by almost 11%. 

Graph 3.4;Exchange rates - CZK/EUR 

(monthly averages) 



International reserves inereased to about EUR 34 
billion in the fourth quarter of 2012 and then 
remained broadly stable for three quarters. The 
reserve level jumped up to above EUR 40 billion 
(27% of GDP) in late 2013, largely as a result of 
the CNB 's foreign exehange market interventions. 

After having inereased during the global finaneial 
erisis, the 3-month interest rate differential against 
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the euro declined gradually in late 2009 and 
throughout 2010, partly reflecting the euts in 
poliey rates of the CNB. Short- term interest rate 
spreads vis-ä-vis the euro area turned negative in 
2011 as the ECB temporarily tightened its poliey 
stanee, but returned to positive territory in 2012 
following rate euts and massive liquidity injeetions 
through 3-year long-term refinaneing operations in 
the euro area. The 3-month interest rate differential 
deelined to below 50 basis points in late 2012 as 
the CNB cut its key poliey rate to 0.05% in 
November 2012 and then eontinued to further 
eonverge to zero during 2013 and in early 2014. At 
the eut-off date of this report, the 3-month spread 
vis-ä-vis the euro area was just some 4 basis 
points. 

Graph 3.5:Czech Republic - 3-M Pribor spread to 3-M Euribor 

(basis points, monthly values) 



3.5. LONG-TERM INTEREST RATES 

Long-term interest rates in the Czeeh Republie 
used for the eonvergenee examination refleet 
seeondary market yields on a single benehmark 
government bond with a residual maturity of about 
10 years. 

The Czeeh 12-month average long-term interest 
rate relevant for the assessment of the Treaty 
eriterion was below the referenee value at the time 
of the last eonvergenee assessment of the Czeeh 
Republie in 2012. It peaked in the aftermath of the 
global finaneial erisis at 4.9% in late 2009 and then 
deelined gradually to 2.1% by mid-2013. It 
inereased somewhat in early 2014. In April 2014, 
the latest month for whieh data are available, the 
referenee value, given by the average of long-term 
interest rates in Latvia, Portugal and Ireland plus 2 
pereentage points, stood at 6.2%. In that month, 
the 12-month moving average of the yield on the 
Czeeh benehmark bonds stood at 2.2%, i.e. 4 
pereentage points below the referenee value. 


Graph 3.6.Czech Republic - Long-term interest rote eriterion 

(percent, 12-month moving average) 



Czech Republic o Reference value 

Source: Commission sen/ices. 


After the global finaneial erisis, long-term interest 
rates in the Czeeh Republie followed a protraeted 
downward trend, deelining from above 5% in mid- 
2009 to below to below 2% in late 2012. At the 
same time, the spread against the German long- 
term benehmark bond narrowed to below 1 00 basis 
points, refleeting the CNB's poliey rate euts as well 
as the gradual Stabilisation in euro-area finaneial 
markets. Long-term spreads remained broadly 
Stahle in 2013, oseillating around 50 basis points, 
as yields inereased somewhat in both the Czeeh 
Republie and Germany. The spread against the 
German benehmark bond widened to about 70 
basis points in early 2014 


Graph 3.7.Czech Republic - Long-term interest rates 



Czech Republic Germany 


Source: Eurostat. 

3.6. ADDITIONAL FACTORS 

The Treaty (Artiele 140 TFEU) ealls for an 
examination of other faetors relevant to eeonomie 
Integration and eonvergenee to be taken into 
aeeount in the assessment. The assessment of the 
additional faetors - ineluding balanee of payments 
developments, produet and finaneial market 


( 46 ) referenee to the German benehmark bond is included 
for illustrative purposes, as a proxy of the euro area long- 
term AAA yield. 
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Integration - gives an important indication of a 
Member State's ability to integrate into the euro 
area without difficulties. 

In November 2013, the Commission published its 
third Alert Meehanism Report (AMR 2014) 
under the Maeroeeonomie Imbalanee Proeedure 
(MIP - see also Box 1.5). The AMR 2014 
seoreboard showed that that the Czeeh Republie 
exeeeded the indieative threshold in one out of 
eleven indieators, i.e. the net international 
Investment position. In line with the eonelusions of 
the AMRs 2012-14, the Czeeh Republie has not 
been subjeet to in-depth reviews in the eontext of 
the MIP. 

3.6.1. Developments of the bolonce of 
poyments 

The Czeeh Republie ’s external balanee (i.e. the 
eombined eurrent and eapital aeeount) gradually 
improved from a defieit of above 3% of GDP in 
2010 to a surplus of 0.5% of GDP in 2013. The 
adjustment was mostly on aeeount of growing 
surpluses in the merehandise trade balanee as 
Imports (dampened by weak domestie demand) 
slowed down faster than exports. In eontrast, trade 
in serviees reeorded only a moderate surplus of 
around 1.5% of GDP on average in 2011-2013, 
falling short of the levels reaehed in previous 
years. Favourable developments in the trade 
balanee were partly offset by defieits in the ineome 
balanee, whieh eontinued to bürden the eurrent 
aeeount as net ineome transfers reaehed a new low 
of -8% of GDP in 2013. The external balanee was 
also supported by the inereased eapital aeeount 
surplus. 


Graph 3.8;Czech Republie - Saving and Investment 

(in percent of GDP at market prices) 


1 1 1 1 1 1 

2008 2009 2010 2011 2012 2013 


■ Gross national saving Gross eapital formation at current prices; total economy 

Source: Eurostat, Commission Services. 


Export performanee deteriorated somewhat in 
2013 after having improved for more than a 
deeade. This was partly due to one-off faetors sueh 
as a sizeable fall in revenue from tourism and in 
exports of eomputers and eleetronies, while the 
paee of exports to non-EU markets slowed down 
eonsiderably as well. External priee and eost 
eompetitiveness, as measured by the ULC- and 
HICP-deflated real effeetive exehange rates, 
improved eonsiderably in late 2013, refleeting a 
substantial NEER depreeiation. 


Graph 3.9.Czech Republie - Effeetive exehange rates 

120 n (vs. 36 trading Partners; monthly averages; 

Index numbers, 2008 = 100) 

110 - 

100 

90 

80 

2008 2009 2010 2011 2012 2013 

NEER REER, HICP deflated REER, ULC deflated 

Source: Commission Services. 



In terms of the savings-investment balanee, the 
improvement in the external aeeount over 2012- 
2013 was aligned with lower borrowing needs of 
the general government. Overall, gross eapital 
formation deelined from almost 25% of GDP in 
2010 to some 22% of GDP in 2013, while savings 
hovered around 21% of GDP over 2011-13. The 
saving-investment gap of the private seetor 
remained broadly unehanged (as a pereentage of 
GDP), but its strueture was impaeted by the 2012- 
2013 eeonomie downturn. Households, faeing 
reduetions in their real spending power, redueed 
Investment purehases while savings of non- 
finaneial eorporations were eonstrained by their 
falling gross operating surplus. 


http://ec.europa.eu/europe2020/pdl72014/amr2014_en.pdf 


Mirroring the improvement in the external balanee, 
the finaneial aeeount balanee tumed negative in 
2012 and then remained broadly stable in 2013. 
The net inflow of EDI remained positive, but 
diminished in 2013 largely on aeeount of outflows 
of foreign funds from domestie non-finaneial 
eorporations. The net portfolio inflows, whieh 
turned into a surplus in the aftermath of the 2008 
erisis, also remained positive, inereasing to almost 
2.5% of GDP in 2013. The largest adjustment was 
reeorded in other investment flows and 
international reserves, whieh mainly refleeted 
foreign exehange operations of the CNB in late 
2013. Gross external debt inereased gradually to 
54% of GDP in 2013. Nevertheless, the net 
international investment position improved 
somewhat in 2013. 
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Table 3.4: 

Czech Republic - Balance of payments (percentage of GDP) 



2008 

2009 

2010 

2011 

2012 

2013 

Current account 

-2.1 

-2.4 

-3.9 

-2.7 

-1.3 

-1.4 

of which: Balance of trade in goods 

0.7 

2.3 

1.4 

2.4 

3.9 

4.9 

Balance of trade in Services 

1.9 

2.0 

2.0 

1.5 

1.6 

1.4 

Income balance 

-4.6 

-6.7 

-7.5 

-6.7 

-6.8 

-8.0 

Balance of current transfers 

-0.2 

0.0 

0.2 

0.1 

-0.1 

0.4 

Capital account 

0.7 

1.4 

0.9 

0.4 

1.3 

1.9 

External balance 

-1.4 

-1.0 

-3.1 

-2.4 

0.0 

0.5 

Financial account 

1.4 

2.3 

3.6 

2.0 

-0.2 

-0.1 

of which: Net FDI 

1.0 

1.0 

2.5 

1.2 

3.1 

0.9 

Net portfolio inflows 

-0.2 

4.3 

4.0 

0.1 

1.4 

2.4 

Net other inflows 

1.7 

-1.4 

-1.8 

0.2 

-2.6 

1.5 

Change in reserves (+ is a decrease) 

-1.0 

-1.6 

-1.1 

0.5 

-2.1 

-4.8 

Financial account without reserves 

2.5 

3.9 

4.7 

1.6 

1.9 

4.7 

Errors and omissions 

0.0 

-1.2 

-0.5 

0.3 

0.1 

-0.4 

Gross Capital formation 

28.9 

23.8 

24.8 

24.5 

23.3 

22.3 

Gross saving 

26.0 

20.6 

19.8 

21.0 

20.7 

21.1 

External debt 

39.2 

43.6 

47.0 

46.8 

50.8 

54.0 

International investment position 

-40.1 

-46.0 

-48.3 

-47.5 

-48.8 

-45.6 


1) The combined current and Capital account. 

2) Including financial derivatives. 

Note: Loans for direct investment that are included in the gross external debt are currently reported in net terms by the CNB. 
Sources: Eurostat, Commission Services, Czech National Bank. 


According to the Commission Services' 2014 
Spring Forecast, the external balance is expected to 
continue increasing in 2014-2015 as the export 
performance should be supported by favourable 
external environment. 

3.6.2. Market integration 

The Czech economy is highly integrated into the 
euro-area through trade and investment linkages. 
Trade openness of the Czech Republic remains 
very high. Although it declined markedly during 
the global crisis, it rebounded in recent years to 
reach 75% of GDP in 2012. 

Trade is predominantly conducted with the 
neighbouring euro-area Member States, also in 
relation to their significant foreign direct 
investment presence. The share of intra-euro-area 
trade in goods expressed in percentage of GDP is 
high and bas been further increasing in recent 
years, reaching almost 48% in 2013. The evolution 
of Czech exports was mainly driven by a few 
sectors over the past years, namely machinery and 
electrical equipment (37% of overall exports), 
vehicles, aircraft, vessels (18%) and metals (10%). 
A rising share of high-technology products in total 
exports, combined with a high-tech trade deficit 


that closes only gradually, points to the 
significance of outward processing trade. Exports 
of high-technology products have increased over 
the past years (e.g. Computers), but the 
technologically more advanced components are 
produced abroad. 

The Czech Republic bas attracted a high share of 
FDI in the tradable sector thanks to its 
geographical proximity to EU core markets, 
relatively good infrastructure and highly educated 
labour force. FDI inflows mainly originale in the 
EU, with the Netherlands, Germany, and Austria 
accounting for more than two thirds of the total 
stock. From a sectoral perspective, FDI was 
directed mainly to a few sectors, namely 
automotive, real estate, finance and Insurance 
(accounting for more than 50% of the total stock). 
Recently, an increase of FDI in the renewable 
energy sector has been evident. 

Since 2008, house prices in the Czech Republic 
have followed a declining trend, with the 
cumulated fall in the 2008-2012 period amounting 
to 10%. In 2012, the deflated house price Index 
decreased by 4%. Between 2008 and 2012, the 
number of authorisations to Start work on building 
projects declined by 47%, which was nonetheless 
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Table 3.5: 

Czeeh Republie - Produet market Integration 


2007 

2008 

2009 

2010 

2011 

2012 

Trade openness (%) 

66.9 

63.3 

57.0 

64.9 

70.8 

75.2 

Intra-EA trade in goods GDP ratio (%) 

43.9 

40.8 

35.9 

41.4 

45.7 

46.8 

Intra-EA trade in serviees GDP ratio (%) 

4.9 

5.2 

5.0 

5.4 

5.7 

5.9 

Extra-EA trade in goods GDP ratio (%) 

22.7 

22.9 

19.0 

23.9 

27.1 

29.1 

Export in high teehnology (%) 

I4.I 

I4.I 

15.2 

I6.I 

16.4 

16.2 

High-teeh trade balanee (%) 

-0.5 

-0.3 

-0.5 

-1.4 

0.1 

0.7 

Total FDI inflows GDP ratio (%) 

5.8 

2.9 

1.5 

3.1 

1.1 

5.4 

Intra-EA FDI inflows GDP ratio (%) 

n.a. 

n.a. 

1.2 

2.0 

0.1 

4.5 

FDI intensity 

3.3 

2.4 

I.O 

1.8 

0.5 

3.0 

Internal Market Direetives (%) 

3.4 

1.4 

1.2 

1.2 

1.9 

0.2 

Time to Start up a new eompany 

17.0 

20.0 

20.0 

20.0 

19.5 

19.5 

Real house priee index 

n.a. 

106.5 

I0I.7 

100.0 

99.6 

95.6 

Residential investment (%) 

4.1 

4.3 

3.9 

4.2 

3.9 

3.7 

Building permits index 

157.6 

157.9 

130.7 

100.0 

98.8 

83.4 


1 ) (Imports + Exports of goods and Services / (2 x GDP at current market prices)) x 100 (Foreign Trade Statistics, Balance of Payments). 

2) (lntra-EA-18 Imports + Exports of goods / (2x GDP at current market prices)) x 100 (Foreign Trade Statistics). 

3) lntra-EA-1 7 trade in Services (average credit and debit in % of GDP at current prices) (Balance of Payments). 

4) (Extra-EA-18 Imports + Exports of goods / (2 x GDP at current market prices)) x 100 (Foreign Trade Statistics). 

5) Taken directly from Eurostat's databases: Exports of high technology products as a share of total exports. 

6) (Exports - Imports in high tech) / GDP at current prices x 100, since 2007 the data based upon SITC Rev. 4 (earlierSITC Rev. 3). 

7) Total FDI inflows (in % of GDP at current prices). 

8) lntra-EA-1 7 FDI inflows (in % of GDP at current prices). 

9) FDI intensity (average intra-EU-27 inflows and outflows in % of GDP at current prices). 

10) Percentage of internal market directives not yet communicated as having been transposed, in relation to the total number. 

1 1 ) Time to Start a new Company (in days), Doing Business World Bank. 

12) Deflated house price Index (2010=100), Eurostat. 

13) Gross Capital formation in residential buildings (in % of GDP), Eurostat. 

14) Number of new residential building permits (2010=100), Eurostat. 

Sources: Eurostat, Sectoral Performance Indicators Database (SPI), Commission Services. 


lower than the fall experieneed at EU-28 level. 
Despite the evolution of building lieenses, 
residential Investment has remained broadly stähle 
at around 4% of GDP in the past years. The share 
of employment in the eonstruetion seetor has also 
remained unehanged at around 9%. On the other 
band, value added in the eonstruetion seetor has 
fallen by 1 1% sinee 2009 (in real terms). 

As far as the business environment is eoneerned, 
the Czeeh Republie has experieneed a deterioration 
of the seores reeeived in international rankings in 
reeent years whieh thus remain in general worse 
than for most euro-area Member States In 
partieular, the Czeeh Republie performs poorly on 
proteeting investors, suffers from high tax 
eomplianee eosts and there is also a seope for 
improvement in obtaining eonstruetion permits. 


For instance, the Czeeh Republie ranks 75th (out of 189 
eeonomies) on the World Bank's 2014 Ease of Doing 
Business Index and 46* (out of 148 eeonomies) on the 
World Eeonomie Forum's 2013-2014 Global 
Competitiveness Index. 


Aeeording to the 2013 Internal Market Seoreboard, 
the Czeeh Republie redueed its defieit in the 
transposition of EU direetives to a reeord low of 
0.2% in 2012. An amendment to the Publie 
Proeurement Aet was adopted in late 2013. The 
new amendment appears to go against the ehanges 
adopted in 2012 by removing some of the 
transpareney safeguards and loosening the publie 
proeurement mies. 

Sinee proteetion of permanent employees against 
eolleetive and individual dismissals is relatively 
striet (above the euro-area-OECD eountries' 
average aeeording to the 2013 OECD employment 
proteetion indieator), eompanies prefer adjusting 
wages and working hours to downsizing in ease of 
a moderate distress. Net migration flows have not 
been signifieant in reeent years, with the exeeption 
of pre-erisis years 2007-08, when eonsiderable net 
immigration was registered. 
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3.6.3. Financial market integration 

The Czech financial sector remains highly 
integrated into the EU financial sector. The main 
channel of integration is through a high degree of 
foreign ownership of financial intermediaries. The 
Czech banks, of which around 90% belong to 
foreign groups, operate a conservative retail- 
orientated business model. Bank concentration, as 
measured by the market share of the large st five 
credit institutions in total assets, remained above 
the euro-area average over the past years, but it bas 
fallen by 4 percentage points since 2010. 


Graph 3. /O.Czech Republic - Foreign ownership and 
concentration in the banking sector 



■ Concentration in the banking sector (CR5 ratio) 

■ Share of foreign institutions as % of total assets 


Source: ECB, Structural financial indicators. 

By end-2013, the total assets held by the banking 
sector accounted for almost 128% of GDP. Loans 
constitute about 60% of total bank assets. While 
credit to non-financial Companies remained just 
above 21% of GDP between 2007 and 2013, loans 
to households grew from 20% to 30% of GDP over 
the same time period. As a result, the level of 
private sector debt increased from 61% of 
GDP in 2007 to 72% of GDP in 2012, remaining 
significantly below the euro-area average of 145%. 
On the other band, deposits account for some 69% 
of banking sector liabilities. Czech banks thus act 
as net creditors to their foreign parents, a 
distinguishing feature within the region. 

The Capital adequacy of banks measured by 
Standard regulatory ratios is somewhat higher than 
in the euro area. The average Capital adequacy 
ratio stood at 16.6% in June 2013. Non-performing 
loans (6.7% in June 2013) are some 1.5 percentage 
points above the euro-area average. Profitability 
has held up remarkably well during the financial 
crisis. In June 2013, the average return on equity 
(RoE) amounted to 15.4%, more than three times 
the euro-area average and only 3 percentage points 


Data on private sector debt are based on Consolidated ESA 
95 data of non-financial corporations and households (and 
non-profit institutions serving households) sectors' 
liabilities related to loans and securities other than shares. 


below the end-2007 RoE. A conservative business 
model and low funding costs have helped to 
preserve the high profitability of Czech banks. 

Graph 3. 1 / .Czech Republic - selected banking sector 



Nate: Far 2007 EU-27 nan perfarming laans are a praxy far EA. 

Far2007, EA RaE and CAR averages are unweighted. 
Saurce: ECB, EC calculatians. 


Similarly to most regional peers, the Czech 
financial System remains heavily bank-based, with 
banks holding about three quarters of its total 
assets under their management. The remaining 
quarter is equally shared between the insurance 
sector, including the pension schemes, and other 
financial intermediaries, including auxiliaries. 

The Prague Stock exchange enjoys strong ties with 
the Vienna, Budapest and Ljubljana stock 
exchanges as the CEE Stock Exchange Group 
holds a Controlling stäke in all four of these stock 
exchanges. Prague's stock market capitalisation 
stood at 15% of GDP by end-2013, which was 
about half of its 2007 level and far below the euro- 
area average of 74%. The total amount of 
outstanding debt securities increased by about 50% 
between 2007 and 2013 and amounted to some two 
thirds of Czech GDP by end-2013. As far as its 
composition is concerned, some 63% was issued 
by government institutions, 22% by banks, 13% by 
non-financial corporations and 2% by insurance 
Companies. 


Graph 3. /2.Czech Republic - Recent development of the 
financial System relative to the euro area 



■ Debt securities Stock market capitaiisation «Credit to non-financiai corporations ICredit to househoids 

Nate: Debt Securities ather than shares, excluding tinancial derivatives. 
Saurce: ECB, Ccmmissicn Services. 


Since 1993 the Czech National Bank supervises 
the financial market in the Czech Republic. It 
regulates and enforces the mies for the banking 


67 


Drucksache 18/1730 


-88- 


Deutscher Bundestag - 18. Wahlperiode 


European Commission 
Convergence Report 2014 


sector including credit unions, the Capital market, 
the insurance and pension-savings industry. The 
Czech Republic bas implemented all EU financial 
Services directives. The implementation of the last 
two, the prospectus directive and the alternative 
investment fund managers directive (AIFMD), is 
currently being examined by the Commission 
Services. 
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4.1. LEGAL COMPATIBILITY 

4.1.1. Introduction 

The main legal mies governing the Croatian 
National Bank (Hrvatska Narodna Bank - HNB) 
are laid down in Artiele 53 of the Constitution of 
the Republie of Croatia and the Aet on the 
Croatian National Bank (^^). The Aet was amended 
in 2013 with a view to Croatia entering the 
European Union on 1 July 2013. The Aet provides 
for speeifie mies applying to the HNB as of EU 
aeeession of Croatia and a speeifie ehapter for 
mies applying to the HNB as of the moment the 
euro beeomes the offieial eurreney of the Republie. 

4.1.2. Central bank independence 

The prineiple of independenee of the HNB is laid 
down in Artiele 53 of the Constitution and in 
Artieles 2 (2) and 7 1 of the Aet. Artiele 7 1 of the 
Aet eontains a speeifie referenee to the prineiple of 
Central Bank independenee as enshrined in the 
Treaty, stating that the HNB shall be independent 
in aehieving its objeetive and earrying out its tasks 
under the Aet in aeeordanee with Artiele 130 of 
the TFEU. As regards the mies on a possible 
removal of the HNB Governor from offiee, Artiele 
81 of the Aet makes a speeifie referenee to the 
relevant wording of Artiele 14 (2) of the Statute. 

No ineompatibilities and imperfeetions exist in this 
area. 

4.1.3. Prohibition of monetary finoncing and 
privileged occess 

No ineompatibilities and imperfeetions exist in this 
area. The mies on prohibition of lending to the 
publie seetor pursuant to Artiele 78 of the Aet 
inelude a speeifie referenee to the prohibition of 
monetary finaneing as laid down in Artiele 123 of 
the TFEU. 


(^°) Constitution as amended and published in the Offieial 
Journal of the Republie of Croatia no. 56/90, 135/97, 
113/2000, 123/2000, 124/2000, 28/2001, 55/2001 and 
76/2010. 

Offieial Journal of the Republie of Croatia no. 75/2008 and 
54/2013. 


4.1 .4. Integration in the ESCB 

Objectives 

The objeetives of the HNB are laid down in 
Artieles 3 and 72 of the Aet and are fully 
eompatible with the objeetives applying to the 
European System of Central Banks pursuant to 
Artiele 127 of the TFEU. 

Tasks 

The provisions under ehapter VIII of the Aet 
define the tasks the HNB has to earry out as 
integral part of the European System of Central 
Banks pursuant to the mies of the TFEU and the 
Statute. No ineompatibilities exist with regard to 
these tasks. The Commission understands that the 
eompetenee of the HNB Couneil to deeide on the 
HNB's membership in international institutions 
pursuant to Artiele 104 (11) of the HNB Aet is 
without prejudiee to the ECB 's powers in the field 
of international eooperation involving tasks 
entmsted to the ESCB under Artiele 6.1 of the 
Statute. 

4.1.5. Assessment of compatibility 

The Constitution and the Aet on the Croatian 
National Bank are fully eompatible with Artieles 
130 and 131 ofthe TFEU. 


4.2. PRICE STABILITY 

4.2.1 . Respect of the referenee value 

The 12-month average Inflation rate, whieh is used 
for the eonvergenee assessment, inereased from 
slightly above 2% in early 2012 to 4% in April 

2013, but has deelined strongly thereafter. In April 

2014, the referenee value was 1.7%, ealeulated as 
the average of the 12-month average Inflation rates 
in Latvia, Portugal and Ireland plus 1.5 pereentage 
points. The average Inflation rate in Croatia during 
the 12 months to April 2014 was 1.1%, i.e. 0.6 
pereentage point below the referenee value. It is 
projeeted to remain below the referenee value in 
the months ahead. 
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Graph 4. /.Croatia - Inflation criterion since 2008 


(percent, 12-month moving average) 



Croatia o Reference value 


Note: The dots in December 2014 show the projected 
reference value and 12-month average Inflation in the country. 

Sources: Eurostat, Commission Services' Spring 2014 Forecast. 

4.2.2. Recent inflation developments 

Inflation in Croatia has fluctuated over the past 
two years, reflecting mainly cost pressures, such as 
volatile energy and food prices, combined with 
increases in administered prices and indirect taxes, 
while demand-side pressures have remained low. 
With energy and food products accounting for 
close to half of the consumption basket, annual 
inflation exceeded 4% during the second half of 

2012 and remained relatively high until early 2013. 
Inflation slowed down significantly from spring 

2013 as global energy price pressures and the 
impact of earlier hikes in administered prices 
gradually faded and disinflationary effects from 
the protracted recession more than offset increases 
in indirect taxes. From October 2013, declining 
electricity prices due to market liberalisation 
further contributed to the slowdown in inflation. 
Annual inflation turned slightly negative in spring 
2014. 

Graph 4.2;Croatia - HICP inflation 

(y-o-y percentage change) 



Croatia Euroarea 

Source: Eurostat. 


After following a gradual upward trend from mid- 
2012 to early 2013, core inflation (measured as 
HICP inflation excluding energy and unprocessed 
food) declined from autumn 2013, falling about 2 
percentage points to below 1% by early 2014. The 


increase in core inflation until early 2013 was 
mainly driven by processed food prices, but 
mitigated to some extent by the slowdown of 
inflation of non-energy industrial goods. From 
autumn 2013, pressures from processed food and 
Services prices receded, driving down core 
inflation to 0.5% in April 2014. Over the past two 
years, core inflation was on average 1 percentage 
point below headline inflation, reflecting the 
impact of global energy prices, combined with 
changes in administered prices and taxes. By 
contrast, headline inflation feil below core 
inflation from the second half of 2013. Producer 
price inflation (total industry) dropped 
significantly, to -3% at year-end 2013 from 7% a 
year earlier, confirming the decrease in price 
pressures. 

4.2.3. Underlying factors and sustainability of 
inflation 

Macroeconomic policy-mix and cyclical 
stance 

The global financial crisis halted Croatia's credit- 
driven growth model and exposed deep-rooted 
structural problems, including an uncompetitive 
tradable sector and a significant private debt 
overhang. Economic activity contracted during 
2012-2013, extending the recession to five years 
and the cumulative decline in output to 12%. The 
latter is mostly attributable to a contraction in 
dorne Stic demand. Net exports contributed 
positively to GDP growth, reflecting ongoing 
compression of imports. The Commission Services' 
2014 Spring Forecast projects real GDP to decline 
by 0.6% in 2014, also reflecting the impact of 
fiscal consolidation, before expanding by 0.7% in 
2015. Croatia's economy is estimated to have 
Operated well below potential since 2009. 

The fiscal stance, as measured by changes in the 
structural balance, appears to have been restrictive 
in 2012 and 2013. However, given the protracted 
recession, estimates of the structural balance are 
surrounded by substantial uncertainties. In 
addition, specific transactions such as the 
assumption of debt of some public and state- 
owned enterprises (e.g. shipyards) affected the 
structural deficit in 2010 and 2011, since, although 
exceptional, they were not considered as one-offs. 
Nevertheless, the estimations suggest that the 
structural deficit remained large, at 3.5% in 2013. 
Fiscal consolidation measures, as defmed in the 
March revision of the 2014 budget, and an 
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additional package of measures in April, are 
expected to contribute to its gradual narrowing to 
2.3% by 2015. 

The HNB maintains an accommodative monetary 
poliey stanee, with eontinued high liquidity 
Provision to the banking seetor. Tight maero- 
prudential polieies in the past have built high 
reserve and liquidity buffers in the fmaneial 
System, some of whieh were gradually released in 
the eourse of the erisis. However, the high degree 
of finaneial euroisation eonstrains the seope of 
dorne stie monetary poliey, while its effeetiveness 
is limited by the shallow domestie money market 
and relatively high eoneentration in the banking 
seetor. The transmission of the historieally low 
short-term rates to lending rates has been limited 
so far, in partieular for longer-term loans. 
Nevertheless, supply does not appear to be the 
main eonstraint to eredit, as the largest banks have 
eomfortable levels of eapital and liquidity. 
Demand for loans is weak beeause of high 
indebtedness and deleveraging needs of the private 
seetor. This has resulted in a slight eontraetion of 
eredit to the private seetor sinee mid-2012. 

Wages and labour costs 

The protraeted reeession has taken a toll on the 
labour market. Employment dropped by 13% in 
the period 2008-2013 and the unemployment rate 
doubled to above 17%. Job losses were most 
pronouneed in the manufaeturing seetor, 
eonstruetion and trade, while the laek of 
adjustment in the publie seetor and the slow 
proeess of restrueturing of state-owned eompanies 
may have dampened the deerease in employment. 
Growth in nominal gross wages deereased with the 
onset of the erisis to 2.3% on average sinee 2009. 
Real wages stagnated during five eonseeutive 
years. 


Graph 4.3:Croatia - Inflation, productivity and wage trends 



Productivity (reai GDP per person empioyed) 

— — — — - Nominai compensation peremployee 
Nominai unit iabour costs 
HiCP inflation 

Source: Eurostat, Commission Services' Spring 2014 Forecost. 


Labour produetivity grew on average elose to 2% 
annually during 2010-2013 as a result of the 
deerease in employment. Nominal unit labour 
eosts (ULC) inereased moderately at 0.4% on 
average over the same period. Looking ahead, 
ULC growth is expeeted to remain eontained. 

External factors 

Inflation developments in Croatia are sensitive to 
external priee developments, due to the small size 
of the eeonomy with limited diversity in domestie 
produetion and a strong dependeney on imports. 
The high share of energy and food produets in the 
eonsumption basket implies a partieularly high 
vulnerability to fluetuations in global eommodity 
priees. Import priees (measured by the imports of 
goods deflator), rose markedly in 2012, but grew at 
a mueh slower paee during 2013, eontributing to 
the disinflationary trend. Import priees developed 
broadly in line with inflation in the euro area, 
whieh supplies the bulk of imported goods. 

The nominal-effeetive exehange rate (NEER) of 
the kuna (measured against a group of 36 trading 
Partners) has appreeiated by about 1% during the 
past two years. A marginal nominal depreeiation 
against the euro was eounterbalaneed by a 
strengthening against the US dollar, the Russian 
rouble and the Chinese yuan - the eurreneies of 
Croatia's most important non-euro-area trading 
Partners. The temporary inerease of the NEER 
during summer 2013 was related to the strong 
tourism season. Exehange rate fluetuations over 
the past two years appear to have been too small to 
have exerted a signifieant impaet on priees. 
However, the temporary depreeiation of the kuna 
against the US dollar in mid-2012 eontributed to 
the inerease in energy priees at that time. 

Administered priees and taxes 

Eurostat has not yet published a list of 
administered priees in Croatia aeeording to the 
eommon EU methodology. However, in 2012 and 
2013, there were ehanges in some priees of goods 
and serviees that eould be eonsidered as 
administered. During the first half of 2012, priees 
were raised for Utilities sueh as eleetrieity, gas and 
water supply and some other eommunal serviees, 
notably publie transportation and heating. The 
fading out of the impaet of these ehanges 
eontributed to lower inflation in 2013. 
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Table4.1: 

Croatia - Components of inflation 






(percentage change)'^ 

weights 

in total 


2008 

2009 

2010 

2011 

2012 

2013 

Apr-14 

2014 

HICP 

5.8 

2.2 

1.1 

2.2 

3.4 

2.3 

1.1 

1000 

Non-energy industrial goods 

2.9 

1.3 

-0.6 

-0.2 

1.2 

-0.1 

-0.7 

227 

Energy 

8.0 

-2.8 

9.9 

7.0 

10.8 

1.8 

-1.0 

165 

Unprocessed food 

7.0 

2.5 

-2.2 

1.5 

5.5 

4.5 

0.8 

93 

Processed food 

10.0 

4.1 

0.1 

5.6 

2.7 

5.3 

4.6 

210 

Services 

4.2 

4.2 

1.6 

-0.1 

0.5 

1.6 

1.0 

305 

HICP excl. energy and unproc. food 

5.2 

3.0 

0.3 

1.5 

1.5 

2.1 

1.5 

742 

HICP at constant taxes 

n.a. 

n.a. 

n.a. 

n.a. 

n.a. 

n.a. 

n.a. 

1000 

Administered priees HICP 

n.a. 

n.a. 

n.a. 

n.a. 

n.a. 

n.a. 

n.a. 

n.a. 

1 ) Measured by the arithmetic average of the latest 1 2 monthly indices relative to the arithmetic average of the 1 2 monthly indices 

in the previous period. 

Sources: Eurostat, Commission Services. 


The most important change to indirect taxes was 
the increase in the Standard VAT rate from 23% to 
25% in Mareh 2013. Further ehanges were 
introdueed from January 2014, when the 
Intermediate rate was inereased from 10% to 13%. 
In line with tax harmonisation requirements within 
the EU, but also due to the need to inerease budget 
revenues, there were some ehanges in exeise taxes. 
The tax on tobaeeo was raised in November 2012 
and in June 2013. Exeises on motor fuels were 
gradually inereased in 2012-2014, while exeises on 
motor vehieles were lowered for the more 
environmentally-friendly ears in 2013. Eurostafs 
eonstant-tax Inflation measure (HICP-CT) is not 
yet available for Croatia. 

Medium-term prospects 

HICP Inflation is expeeted to remain low in the 
eontext of weak domestie demand, unfavourable 
labour market developments and high deleveraging 
needs of the private and the publie seetor. Wage 
growth will likely remain subdued in view of the 
need to inerease export eompetitiveness, further 
redueing eost priee pressures. The Commission 
serviees' 2014 Spring Foreeast projeets the average 
HICP Inflation rate to fall to 0.8% in 2014, before 
inereasing slightly to 1.2% in 2015. 

Risks to the inflation outlook are slightly on the 
downside. Disinflationary pressures eould emerge 
from protraeted weak labour market developments 
if the reeovery turns out weaker than expeeted. 
Private seetor deleveraging eould also remain a 
stronger drag. The main upside risk is a shoek to 
global eommodity priees, to whieh Croatia is 
partieularly exposed. The impaet of the expeeted 
fiseal eonsolidation is ambiguous: while further 
inereases in indireet taxes and administrative 
priees imply upside risks, expenditure euts may 


have disinflationary effeets through further 
redueing private demand. 

In Croatia, the level of eonsumer priees stood at 
69% of the euro-area average in 2012. This 
suggests potential for further priee level 
eonvergenee in the long term, as ineome levels 
(around 57% of the euro-area average in PPS in 
2012) rise towards the euro-area average. 

Medium-term inflation prospeets will depend on 
wage eost and Import priee dynamies, also in 
relation to the extent of spare eapaeity in the 
eeonomy. Efforts to inerease produetivity and 
employment in the tradable seetor will be 
important in determining the outeome. Failure to 
improve eompetitiveness and engineer a 
rebalaneing of the eeonomy towards more export- 
driven growth, while redueing the overall level of 
indebtedness, may imply weak eeonomie prospeets 
and subdued inflation in the medium-term. High 
foreign exehange exposure of the publie and the 
private seetor and the eommitment to avoid 
exeessive exehange rate volatility determine the 
eentral bank's room for manoeuvre. 


4.3. PUBLIC FINANCES 

4.3.1. The exeessive deficit procedure for 
Croatia 

On 28 January 2014, the European Couneil 
deeided that an exeessive defieit existed in Croatia 
in aeeordanee with Artiele 126(6) of the Treaty on 
the Funetioning of the European Union (TFEU). 
The Couneil issued a set of reeommendations to 
Croatia in aeeordanee with Artiele 126(7) TFEU 
with a view to bringing to an end the Situation of 
an exeessive defieit by 2016. In partieular, the 
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Table 4.2: 

Croatia - Other Inflation and cost indicators (annual percentage change) 



2008 

2009 

2010 

2011 

2012 

2013" 

2014"' 

2015' 

HICP inflation 









Croatia 

5.8 

2.2 

1.1 

2.2 

3.4 

2.3 

0.8 

1.2 

Euro area 

3.3 

0.3 

1.6 

2.7 

2.5 

1.3 

0.8 

1.2 

Private consumption deflator 








Croatia 

5.6 

3.2 

1.5 

2.4 

3.5 

1.9 

1.0 

1.4 

Euro area 

2.7 

-0.4 

1.6 

2.4 

2.1 

1.3 

0.9 

1.3 

Nominal compensation per employee 








Croatia 

4.4 

1.0 

1.9 

1.9 

3.2 

1.9 

2.5 

2.0 

Euro area 

3.5 

1.8 

2.0 

2.2 

2.0 

1.7 

1.6 

1.9 

Labour produetivity 

Croatia 

-LO 

-5.2 

3.0 

2.2 

2.1 

0.0 

1.9 

1.7 

Euro area 

-0.3 

-2.4 

2.6 

1.4 

0.2 

0.5 

0.9 

1.0 

Nominal unit labour eosts 









Croatia 

5.5 

6.6 

-1.1 

-0.3 

1.1 

1.9 

0.6 

0.3 

Euro area 

3.8 

4.3 

-0.6 

0.7 

1.8 

1.1 

0.7 

0.8 

Imports of goods deflator 

Croatia 

4.1 

-2.4 

1.5 

6.3 

3.0 

-0.3 

0.5 

1.5 

Euro area 

4.2 

-8.1 

5.7 

6.6 

2.3 

-1.9 

-1.0 

0.8 


1) 2013 dato (except HICP inflotion) ore estimotes. 

2) Commission Services' Spring 2014 Forecost. 

Source: Eurostat, Commission Services. 


Council invited the Croatian authorities to 
gradually reduce the general government deficit to 
4.6%, 3.5% and 2.7% of GDP in 2014, 2015, and 
2016, respectively, consistent with an annual 
improvement in the structural balance of 0.5%, 
0.9% and 0.7% of GDP, respectively, in the three 
years. The Council established the deadline of 30 
April 2014 for effective action to be taken. 

To limit risks to the adjustment, Croatia was 
recommended to (i) carry out a thorough 
expenditure review with the objective to rationalise 
wage, social security and subsidy outlays and to 
provide sufficient fiscal space for the 
implementation of growth-enhancing expenditure, 
including co-financing of EU-funded projects; (ii) 
further improve tax compliance and increase the 
efficiency of tax administration; and (iii) improve 
the institutional framework for public finances, 
including through enhancing multi-annual 
budgetary programming, strengthening the role 
and independence of the Fiscal Policy Committee, 
and ensuring compliance with fiscal mies. In 
addition, the Council invited the Croatian 
authorities to implement stmctural reforms, 
notably addressing labour market rigidities and an 
unfavourable business environment and improving 
the quality of public administration, with a view to 
raising potential GDP growth. 


4.3.2. Recent fiscal developments 

Croatia’ s fiscal Situation deteriorated rapidly with 
the onset of the global financial crisis, as cyclical 
factors interacted with entrenched structural 
weaknesses. Declining revenues and the lack of 
more decisive corrective reaction by the authorities 
determined subsequent adverse trends in the public 
deficit and debt. Recurrent assumptions by the 
government of debt of SOEs, such as the now 
privatised shipyards, also added to the general 
government deficit and debt. The deficit peaked at 
7.8% of GDP in 2011, came down to 5% of GDP 
in 2012 and remained at that level in 2013. 

In 2013 the government revised the budget twice, 
in April and December, responding to higher 
expenditures relative to plan and unexpected 
revenue shortfalls. In particular, corporate income 
tax receipts came in weaker than expected after the 
introduction of a tax break on reinvested profits. 
Revenues were also adversely impacted by the 
change in the VAT collection System, in the 
context of entering the customs union. 
Meanwhile, total expenditures increased, chiefly 
due to higher social expenditures, including a 1%- 
of-GDP clearance of arrears of the health sector, 
and growing interest expenditures. 
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Table 4.3: 

Croatia - Budgetary developments and projections (as % of GDP unless indicated otherwise) 


Outturn and torecast ' 

2008 

2009 

2010 

2011 

2012 

2013 

2014 

2015 

General govemment balanee 

-1.9 

-5.4 

-6.4 

-7.8 

-5.0 

-4.9 

-3.8 

-3.1 

- Total revenues 

41.5 

40.8 

40.5 

40.3 

40.8 

41.0 

43.0 

43.5 

- Total expenditure 

43.4 

46.2 

46.9 

48.1 

45.7 

45.9 

46.8 

46.6 

of whieh: 









- Interest expenditure 

1.5 

2.0 

2.2 

2.6 

3.0 

3.1 

3.4 

3.6 

p.m.: Tax bürden 

36.7 

36.6 

36.1 

n.a. 

n.a. 

n.a. 

n.a. 

n.a. 

Primary balanee 

-0.4 

-3.5 

-4.1 

-5.2 

-2.0 

-1.9 

-0.4 

0.4 

Cyelieally-adjusted balanee 

-4.5 

-5.0 

-5.4 

-7.2 

-4.1 

-3.7 

-2.2 

-1.6 

One-off and temporary measures 

0.0 

0.0 

0.0 

0.0 

0.0 

-0.2 

0.9 

0.7 

Stmetural balanee 

-4.5 

-5.0 

-5.4 

-7.2 

-4.1 

-3.5 

-3.1 

-2.3 

Govemment gross debt 

n.a. 

36.8 

45.0 

52.0 

55.9 

67.1 

69.0 

69.2 

p.m: Real GDP growth (%) 

2.1 

-6.9 

-2.3 

-0.2 

-1.9 

-1.0 

-0.6 

0.7 

p.m: Output gap 

6.6 

-0.9 

-2.4 

-1.7 

-2.2 

-2.9 

-3.8 

-3.7 


Convergence Programme 2014 2015 2016 2017 


General govemment balanee 

-4.4 

-3.5 

-2.7 

-2.5 

Stmetural balanee 

-4.1 

-3.3 

-2.1 

-2.1 

Govemment gross debt 

71.7 

71.0 

71.2 

71.2 

p.m. Real GDP (% ehange) 

0.0 

1.2 

1.3 

1.5 


1) Commission Services’ Spring 2014 Forecast. 

2) Cyclically-adjusted balance excluding one-off and other temporär/ measures. 

3) Commission Services’ calculations on the basis of the information in the Programme. 


There are no one-off and other temporary measures in the Programme. 

4) Government budgetary figures are not fully aligned with ESA Standards and cannot directly be compared with the figures provided 
by the Commission. 

Sources: Commission Services, the 2014 Convergence Programme of Croatia. 


The expenditure-to-GDP ratio peaked at above 
48% in 2011, before declining to below 46% in 
2012-2013. The revenue-to-GDP ratio inereased 
sbghtly during the past two years, from above 40% 
in 2011 to41%in 2013. 

Publie debt surpassed 67% of GDP in 2013, up 
from 56% of GDP 2012 and 37% of GDP in 2009. 
Debt dynamies refleeted persistently high budget 
defieits, eoupled with weak eeonomie aetivity and 
some ealling of guarantees. In 2013, the debt level 
was also affeeted by the bond issuanee in the U.S. 
market in November to pre-finanee debt roll-over 
needs in early 2014. 

4.3.3. Medium-term prospects 

The 2014 Budget Law was adopted by Parliament 
on 4 Deeember 2013, targeting a general 
govemment defieit of 5.5% of GDP aeeording to 
the national methodology (^^). The main measures 
on the revenue side were an inerease in the 
intermediate VAT rate from 10% to 13% and a 


Government budgetary figures are not fully aligned with 
ESA Standards and eannot direetly be eompared with the 
figures provided by the Commission. 


further alignment of the tobaeeo exeise tax. In 
response to the reeommendations by the Couneil 
with a view to eorreeting the exeessive defieit, the 
Parliament passed a budget amendment in Mareh 
2014, with eonsolidation measures totalling elose 
to 2% of GDP, at faee value, in 2014. The 
measures are distributed roughly half-half between 
the revenue and expenditure sides. An additional 
set of measures amounting to 0.4% of GDP was 
endorsed in April 2014. 

The Commission serviees' 2014 Spring Foreeast, 
whieh takes into aeeount the amended budget and 
additional measures, projeets the general 
govemment defieit to deeline to 3.8% of GDP in 
2014 and 3.1% of GDP in 2015 (aeeording to ESA 
95 Standards). The eumulative ehange in the 
struetural balanee in 2014 and 2015, as eompared 
to 2013, is estimated at 1.2 pereentage points. 
General govemment gross debt is foreeast to 
inerease from about 67% of GDP in 2013 to above 
69%ofGDP in 2015. 

The 2014 Convergenee Programme was submitted 
on 24 April 2014. It eonfirms the governmenfs 
eommitment to reduee the defieit to below 3% of 
GDP by 2016, as reeommended by the Couneil. In 
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particular, the general government defieit is 
targeted to gradually deeline from 4.9% of GDP in 

2013 to 2.5% of GDP in 2017. The deviation of the 
targets for 2014-2015 eompared to the projeetions 
in the Commission serviees' 2014 Spring Foreeast 
is mainly a eonsequenee of the more favourable 
maeroeeonomie seenario underlying the 
Programme and a different assessment of the 
envisaged measures and their estimated impaet. 

Further details on the assessment of the 2014 
Convergenee Programme for Croatia ean be found 
in the Commission Staff Working Doeument, 
whieh aeeompanies the Commission 
Reeommendation for a Couneil Reeommendation 
on the 2014 National Reform Programme of 
Croatia and delivering a Couneil Opinion on the 

2014 Convergenee Programme of Croatia. 

Croatia has not signed the Treaty on Stability, 
Coordination and Governanee in the EMU by the 
time of this assessment. 


4.4. EXCHANGE RATE STABILITY 

The Croatian kuna does not partieipate in ERM II. 
The HNB eonduets its monetary poliey within a 
flexible Inflation targeting regime with the 
exehange rate as the main nominal anehor to 
aehieve the priee stability objeetive. Maintaining a 
broadly stähle exehange rate of the kuna against 
the euro is also important from a finaneial stability 
perspeetive, given the high degree of balanee sheet 
euroisation of both the publie and private seetors. 
The exehange rate regime ean be eharaeterised as a 
tightly-managed float. The HNB does not defend a 
target rate or band for the kuna's exehange rate 
against the euro, but aims to eounter exeess 
volatility. The HNB has also not announeed a 
numerieal Inflation target, whieh allows a higher 
degree of diseretion in eondueting monetary 
poliey, ineluding with a view to maintaining the 
Overall stability of the finaneial System. 

The kuna's exehange has remained broadly stähle 
over the past two years, with movements between 
7.4 and 7.7 against the euro. The marginally 
weaker trend path has refleeted weak domestie 
eeonomie developments and unfavourable external 
eonditions. Subdued growth, a slowdown in eapital 
inflows and monetary poliey easing by the HNB 
were eompounded by the fluetuations of the euro 
against other major eurreneies and finaneial market 
tensions affeeting the CEE region and emerging 


markets more generally. The latter were 
partieularly pronouneed during late 2011 and early 

2012, as deleveraging pressures mounted on euro 
area parent banks, and during summer/autumn 

2013, amid the prospeet of an earlier end to the 
Federal Reserve's asset purehase Programme. 
Notwithstanding the medium- term trend, the kuna 
experieneed some intra-year volatility, mainly 
related to developments in the tourism seetor. The 
eurreney tended to strengthen during the summer 
months and weakened during the low season. 

Graph 4.4;Exchange rates - HRK/EUR 

(monthly averages) 



Source: ECB. 


Croatia's international reserves stood at 
EUR 12.9bn at year-end 2013, equivalent to 
around 29% of GDP and eovering about 100% of 
short-term external debt (^^). In terms of monetary 
aggregates, international reserves eovered around 
173% of the monetary base. Croatia eontinued to 
aeeumulate international reserves during the past 
few years, although at a slower paee eompared to 
the pre-erisis period. Continued growth in reserves 
partly refleets international issuanees of sovereign 
Fonds. 

The HNB does not aetively use interest rates as a 
monetary poliey tool, given the weak transmission 
ehannel in a shallow domestie money market. 
However, the HNB uses liquidity and reserve 
requirements to steer short-term rates. From early 
2010, money market liquidity remained abundant, 
whieh was refleeted in a deeline in short-term 
interest rates. The domestie benehmark rate Zibor 
remained on average about 130 basis points above 
the 3-month Euribor during the past two years. 
Higher rates between mid-2011 and early 2012 
were related to the winding-up of a smaller bank in 
November 2011, a temporary inerease in the 
reserve requirement rate, and interventions by the 
HNB on the foreign exehange market. At the eut- 


Based on estimated residual maturity 
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off date of this report, the 3-months spread vis-ä- 
vis the euro area stood at 50 basis points. 

Graph 4.5.Croatia - 3-M Zibor spread to 3-M Euribor 

(basis points, monthly values) 



Source: Eurostat. 

4.5. LONG-TERM INTEREST RATES 

The long-term interest rate in Croatia used for the 
eonvergenee examination refleets the seeondary 
market yield on a single benehmark government 
bond with a residual maturity of about six years. In 
the absenee of a kuna-denominated sovereign bond 
with longer maturity, yield developments have to 
be interpreted with great eaution. 

Graph 4.6:Croatia - Long-term interest rote criterion 

(percent, 12-month moving average) 
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Source: Commission Services. 

The Croatian 12-month moving average long-term 
interest rate used for the assessment of the Treaty 
eriterion gradually deelined from a peak of 6.9% in 
July 2012 to around 4.6% in late 2013, before 
inereasing slightly from early 2014. In April 2014, 
the last month for whieh data are available, the 
referenee value, given by the average of long-term 
interest rates in Latvia, Portugal and Ireland plus 2 
pereentage points, stood at 6.2%. In that month, 
the 12-month moving average of the yield on the 
Croatian benehmark bond stood at 4.8%, i.e. 1.4 
pereentage points below the referenee value. 
However, the eomparability of the benehmark rate 


with the referenee value is eonstrained by the 
relatively short residual maturity of the bond. 

Graph 4.7.Croatia - Long-term interest rotes 

(percent, monthly values) 



The monthly long-term interest rate remained 
above 7% in early 2012, following a sharp inerease 
in late 2011 amid heightened risk pereeption 
towards the CEE region. It feil rapidly during the 
seeond half of 2012 and the beginning of 2013 to 
around 4.3%, as finaneial market eonfidenee 
improved and Investors searehed for yield, amid 
ample liquidity in the banking System. Between 
June 2013 and January 2014, the long-term interest 
rate inereased to around 5%, driven by growing 
risk aversion towards emerging markets, the 
deterioration of the fiseal outlook, and subsequent 
downgrades of Croatia's long-term sovereign 
rating to sub-investment grade by the three major 
eredit rating ageneies. In April 2014, the long-term 
interest rate (6-year maturity) stood at 4.4% and 
the spread vis-ä-vis the German benehmark bond 
(10-year maturity) at 300 basis points. The six-year 
interest rate spread vis-ä-vis the similar-maturity 
German benehmark bond stood at 370 basis points 
in April 2014. 

On the basis of additional indieators, sueh as CDS 
spreads or the long-term ratings of the sovereign, 
there appears to be room for further eonvergenee 
of Croatia's eredit Status. In partieular, Croatia's 
sovereign rating is low eompared to the euro area, 
and the negative outlook assigned by two rating 
ageneies indieates the possibility of further 
downgrades. The eost of insuring sovereign debt 
against non-payment remained elevated, ineluding 
in relation to eountries with eomparable ratings. 
Five-year CDS spreads stood above 300 basis 
points in early 2014, the highest among the CEE 
eountries. 
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4.6. ADDITIONAL FACTORS 

The Treaty (Artiele 140 TFEU) ealls for an 
examination of other faetors relevant to eeonomie 
Integration and eonvergenee to be taken into 
aeeount in the assessment. The assessment of the 
additional faetors - ineluding balanee of payments 
developments, produet and finaneial market 
Integration - gives an important indieation of a 
Member State' s ability to integrate into the euro 
area without diffieulties. 

In November 2013, the Commission published its 
third Alert Meehanism Report (AMR 2014) 
under the Maeroeeonomie Imbalanee Proeedure 
(MIP - see also Box 1.5). The AMR 2014 
seoreboard showed that Croatia exeeeded the 
indieative threshold for three out of eleven 
indieators, two in the area of external imbalanees 
(i.e. the net international Investment position and 
export market shares) and one in the area of 
internal imbalanees (i.e. unemployment). In line 
with the eonelusion of the AMR 2014, Croatia was 
subjeet to an in-depth review, whieh found that 
Croatia is experieneing exeessive imbalanees, 
whieh require speeifie monitoring and strong 
poliey aetion. In partieular, poliey aetion is 
required in view of the vulnerabilities arising from 
sizeable external liabilities, deelining export 
performanee, highly leveraged firms and fast- 
inereasing general government debt, all within a 
eontext of low growth and poor adjustment 
eapaeity. 

4.6.1. Developments of the balanee of 
payments 

Croatia's external balanee (i.e. the eombined 
eurrent and eapital aeeount) adjusted from very 
large and rising defieits until 2008 to near balanee 
in 2012 and reaehed a surplus of 1.2% of GDP in 
2013. The improvement was mostly on aeeount of 
merehandise trade, as Imports dropped with the 
eontraetion in dorne stie demand. Strong surpluses 
in the serviees aeeount, due to the importanee of 
the tourism industry, have pushed the overall 
external balanee into a surplus. The ineome 
aeeount defieit remained broadly unehanged until 
2012, refleeting a eomparable eontraetion of 
outflows and inflows, but deelined signifieantly in 
2013 as a result of lower profitability of direet 
equity Investments. 


http ://ec.europa.eu/europe2020/pdt720 1 4/amr20 1 4_en.pdf 


The large and inereasing savings-investment gap 
during 2006-2008 (about -7% of GDP on average) 
was eliminated by 2013, against the baekdrop of 
the protraeted reeession and the slowdown of 
eapital inflows. Gross national savings dropped 
from above 22% of GDP in 2008 to 19% in 2013, 
refleeting rising borrowing needs by the publie 
seetor, while the private seetor adjusted its balanee 
sheets after strong eredit expansion in the pre- 
erisis period. Gross fixed eapital formation 
eollapsed during 2009-2010 and bas not reeovered 
sinee then. In 2013, it stood at below 19% of GDP. 


Graph 4.8:Croatia - Saving and investment 



■ Gross national saving Gross Capital formation at current prices; total economy 

Source: Eurostat, Commission Services. 


Competitiveness indieators for Croatia reveal a 
mixed pieture in the past years. After deteriorating 
during the pre-erisis period, some improvement 
bas taken plaee in the past few years. The ULC- 
deflated real-effeetive exehange rate (REER) 
depreeiated by about 7% in the period 2010 to 
early 2014, although from a high level, supported 
by both NEER and ULC developments. The 
improvement in the ULC-deflated REER masks 
important divergenees between seetors. In the 
manufaeturing seetor, the ULC-deflated REER 
appreeiated by about 10% in 2009-2010 and only 
Started to improve gradually from mid-2011, 
depreeiating by about 5% through to early 2014. 
The HICP-deflated REER depreeiated during 2010 
and 2011, but appreeiated thereafter, partly due to 
inereases in indireet taxes and administered priees. 
Croatia's export performanee has deteriorated 
during the past years, refleeting low 
eompetitiveness, in partieular in the manufaeturing 
seetor. 
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Table 4.4: 

Croatia - Balance of payments (percentage of GDP) 



2008 

2009 

2010 

2011 

2012 

2013 

Current account 

-8.7 

-4.9 

-0.8 

-0.8 

0.1 

1.2 

of which: Balance of trade in goods 

-22.8 

-16.6 

-13.5 

-14.4 

-13.8 

-14.4 

Balance of trade in Services 

15.1 

13.4 

13.7 

14.6 

14.8 

15.7 

Income balance 

-3.3 

-4.0 

-3.5 

-3.6 

-3.5 

-2.6 

Balance of current transfers 

2.3 

2.3 

2.4 

2.5 

2.6 

2.5 

Capital account 

0.0 

0.1 

0.1 

0.0 

0.1 

0.1 

External balance 

-8.7 

-4.8 

-0.7 

-0.8 

0.2 

1.3 

Financial account 

12.0 

7.7 

2.9 

3.0 

1.1 

0.8 

of which: Net FDI 

6.7 

3.4 

0.9 

2.3 

2.6 

1.2 

Net portfolio inflows 

-1.7 

0.9 

1.1 

1.4 

3.9 

4.4 

Net other inflows 

6.3 

5.3 

1.1 

0.2 

-5.3 

-0.5 

Change in reserves (+ is a decrease) 

0.7 

-2.0 

-0.2 

-0.9 

-0.1 

-4.3 

Financial account without reserves 

11.3 

9.7 

3.1 

3.9 

1.2 

5.1 

Errors and omissions 

-3.3 

-2.9 

-2.2 

-2.2 

-1.3 

-2.1 

Gross Capital formation 

30.4 

24.9 

20.9 

20.5 

19.1 

18.6 

Gross saving 

22.2 

20.5 

20.1 

19.8 

18.7 

19.1 

External debt 

86.2 

101.1 

104.7 

103.9 

102.7 

105.4 

International investment position 

-75.3 

-87.4 

-95.9 

-92.0 

-89.5 

-88.4 


1) The combined current and Capital account. 

2) Including financial derivatives. 

Sources: Eurostat, Commission Services, Croatian National Bank. 


Graph 4.9.Croatia - Effective exchange rates 



Source: Commission Services. 


Mirroring the improvement in the external balance, 
the surplus in the financial account declined 
strongly from 2008, to below 1% in 2013. The net 
FDI balance recovered somewhat in 2011 and 
2012, but feil again in 2013. Net inflows of 
portfolio Investment continued to increase towards 
the end of the observed period, as the government 
financed part of its debt on external markets. On 
the other hand, net other inflows turned negative 
from 2012 due to deleveraging of the private 
sector, in particular the financial sector. Gross 
external debt has been hovering at slightly above 
100% of GDP since 2009, peaking at 105% of 
GDP in 2013. The relative stability hides diverging 


trends in the public and the private sector. While 
the former increased its external indebtedness 
since the onset of the crisis, the latter reduced it. 
The decline in the private sector's foreign exposure 
was most pronounced in the banking sector. 
Private sector deleveraging has been supportive for 
rebalancing of the net international Investment 
Position, which improved moderately since 2010, 
although the negative balance remains substantial. 

According to the Commission Services’ 2014 
Spring Forecast, the external account is projected 
to remain in surplus in 2014 and 2015, as domestic 
demand remains subdued while exports benefit 
from improving demand in the EU, Croatia’ s key 
export market. 

4.6.2. Market integration 

The Croatian economy is integrated into the euro 
area through trade and investment linkages. The 
degree of trade openness stood at 43.4% of GDP in 
2012, which is low given the small size of the 
Croatian economy. It is also lower than in the pre- 
crisis years as a result of import compression and 
poor export performance. Intra-euro-area trade in 
goods accounted for slightly over half of total trade 
in goods or 14.9% of GDP in 2012. There remains 
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Table 4.5: 

Croatia - Product market integration 


2007 

2008 

2009 

2010 

2011 

2012 

Trade openness (%) 

45.9 

46.0 

38.4 

40.0 

42.6 

43.4 

Intra-EA trade in goods GDP ratio (%) 

16.8 

16.6 

13.1 

13.7 

14.9 

14.9 

Intra-EA trade in serviees GDP ratio (%) 

n.a. 

8.6 

7.5 

7.7 

8.4 

8.5 

Extra-EA trade in goods GDP ratio (%) 

15.3 

15.4 

12.3 

13.4 

14.4 

14.6 

Export in high teehnology (%) 

6.5 

7.1 

7.6 

7.0 

5.8 

7.4 

High-teeh trade balanee (%) 

-2.2 

-2.1 

-1.8 

-1.5 

-1.5 

-1.4 

Total FDI inflows GDP ratio (%) 

8.4 

6.8 

5.4 

0.6 

2.4 

2.4 

Intra-EA FDI inflows GDP ratio (%) 

7.6 

4.7 

6.3 

0.6 

2.4 

2.4 

FDI intensity 

4.4 

3.6 

3.7 

0.2 

1.2 

1.1 

Internal Market Direetives (%) 

n.a. 

n.a. 

n.a. 

n.a. 

n.a. 

n.a. 

Time to Start up a new eompany 

21.5 

21.5 

21.5 

8.5 

8.0 

8.0 

Real house priee index 

120.9 

118.4 

110.4 

100.0 

94.1 

91.9 

Residential Investment (%) 

n.a. 

n.a. 

n.a. 

n.a. 

n.a. 

n.a. 

Building permits index 

186.5 

185.2 

126.3 

100.0 

101.0 

73.4 


1 ) (Imports + Exports of goods and Services / (2 x GDP at current market prices)) x 1 00 (Foreign Trade Statistics, Balance of Payments). 

2) (Intra-EA-18 Imports + Exports of goods / (2 x GDP at current market prices)) x lOO (Foreign Trade Statistics). 

3) Intra-EA-l 7 trade in Services (average credit and debit in % of GDP at current prices) (Balance of Payments). 

4) (Extra-EA-l8 Imports + Exports of goods / (2 x GDP at current market prices)) x lOO (Foreign Trade Statistics). 

5) Taken directly from Eurostat's databases: Exports of high technology products as a share of total exports. 

6) (Exports - Imports in high tech) / GDP at current prices x 1 00, since 2007 the data based upon SITC Rev. 4 (earlier SITC Rev. 3) . 

7) Total FDI inflows (in % of GDP at current prices). 

8) Intra-EA-l 7 FDI inflows (in % of GDP at current prices). 

9) FDI intensity (average intra-EU-27 inflows and outflows in % of GDP at current prices). 

10) Percentage of internal market directives not yet communicated as having been transposed, in relation to the total number. 

1 1 ) Time to Start a new Company (in days), Doing Business World Bank. 

12) Deflated house price Index (2010=100), Eurostat. 

1 3) Gross Capital formation in residential buildings (in % of GDP), Eurostat. 

14) Number of new residential building permits (2010=100), Eurostat. 

Sources: Eurostat, Sectoral Performance Indicators Database (SPI), Commission Services. 


significant room for deepening trade integration 
with the euro area. 

The poor export performanee is mainly due to the 
depressed state of goods exports. Düring the past 
deeade, they stagnated at 22% of GDP, whereas in 
the CEE EU Member States, goods exports 
expanded from 46% to 62% of GDP in 2000-2012. 
Goods exports aeeount for about half of total 
exports, with sizeable shares for maehinery, 
eleetrieal, ehemieal and mineral produets. Serviees 
exports have fared slightly b etter, mainly due to 
strong growth in the tourism seetor. In 2012, 
tourism aeeounted for two thirds of serviees 
exports and one third of total exports. Maintaining 
high growth in the tourism seetor may beeome 
gradually more ehallenging, as the potential to 
expand beyond summer tourism seems limited. 
The share of high-teehnology exports stood at 
7.4% of total exports in 2012, a slight expansion 
from 2007-08. The high-teeh trade balanee 
remains in negative territory, but has improved 
slightly during the past few years. 


Total FDI inflows to Croatia in pereent of GDP 
slowed down signifieantly in 2010 and have 
reeovered moderately to 2.4% in 2011 and 2012. 
During the past deeade, FDI was mainly direeted 
into the banking, real estate and retail seetors, 
whieh may not attraet similar levels of Investment 
in the near term, as the eredit-driven growth model 
seems to have run its eourse. Croatia has failed to 
attraet FDI in the tradable seetor and is weakly 
integrated into global supply ehains. Relatively 
high eosts and an unfavourable business 
environment appear to be the main obstaeles to 
attraeting FDI. 

From the early 2000s to the peak of 2007, house 
priees followed an upward trend, inereasing by 
47% in real terms. The eorreetion between 2007 
and 2012 reaehed 24%. The real house priee Index 
showed a 2% deerease in 2012, whieh aeeelerated 
to 18% in 2013. In the past six years, the number 
of building permits granted feil substantially, by 
27% in 2012 and by 20% in 2013. Furthermore, 
real value added in the eonstruetion seetor has 
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decreased substantially, at an annual average rate 
of 12% between 2009 and 2012. The share of 
eonstmetion in total value added was 5% in 2012, 
down from 9% in 2008. 

With regard to the busine ss environment, Croatia 
performs worse than most euro area Member 
States in international rankings (^^). The business 
environment is marked by multiple shorteomings, 
notably a high regulatory bürden, ineffieieneies in 
the administration of eonstmetion permits and 
property registration, an ineffieient justiee System, 
prolonged litigation and bankruptey proeedures 
and weak proteetion of investments. Publie 
administration as a whole also performs relatively 
poorly aeeording to the World Bank's Worldwide 
Governanee Indieators (^^). 

Aetivity and employment rates are low eompared 
to the euro-area average, whieh is partly related to 
underlying institutions and polieies sueh as early 
retirement sehemes, pension eligibility eriteria, and 
the tax-benefit System. Furthermore, a 
eomparatively high share of workers is employed 
in the non-tradable seetor, ineluding the 
government seetor and SOEs, whieh may slow 
down the neeessary employment realloeation. At 
the same time, high long-term unemployment risks 
redueing the potential employability of the labour 
foree onee the eeonomy reeovers. Aneedotal 
evidenee suggests that brain-drain pressures may 
beeome an issue as a eonsequenee of joining the 
Single Market. 

4.6.3. Financial market integration 

The fmaneial seetor in Croatia is highly integrated 
with the EU finaneial seetor, with foreign 
ownership of finaneial institutions exeeeding 90% 
of total assets. Market eoneentration is high, as the 
largest five banking institutions aeeount for 76% 
of banking seetor assets, slightly higher than in 
2007. 


For instance, Croatia ranks on 89* (out of 189 economies) 
on the World Bank's 2014 Ease of Doing Business Index 
and 75* (out of 148 eeonomies) on the World Eeonomie 
Forum's 2013-2014 Global Competitiveness Index. 
http://info.worldbank. 0 rg/govemanee/wgi/index.aspx# 
home 


Graph 4. /O.Croatia - Foreign ownership and eoneentration 
in the banking seetor 

100 -| (in percent, weighted averages) 
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■ eoneentration in the banking seetor (CR5 ratio) 

Share of foreign institutions as % of totai assets 
Source: ECB, Structural financial indieators and HNB Banks Bulletin. 


Financial intermediation in Croatia is mainly 
indirect, with domestic bank credit just above 70% 
of GDP, out of total lending of 100% of GDP at 
end-2013. Strong credit expansion during the 
boom years has given way, during the current 
recessionary period, to rapid deleveraging, 
especially in the corporate seetor. With increased 
risk aversion by the private seetor, deposit volumes 
have increased and deposit funding has beeome 
cheaper for Croatian banks. This has led to an 
improvement in the loan-to-deposit ratio and has 
also enabled the large banks to reduce their 
reliance on parent bank funding. Outstanding 
credit to non-financial corporations and 
households was lower than in the euro area, at 33% 
and 38% of GDP, respectively, in 2012. The share 
of foreign-currency-denominated loans stood at 
73% of total loans at end-2013, with the majority 
denominated in euro (64% of total loans) and a 
smaller share in Swiss franc (9% of total loans, 
mostly housing loans). Private seetor debt stood at 
132% of GDP in 2012, somewhat below the euro 
area average. Cross-border loans by foreign parent 
banks to the corporate seetor have played a 
significant role in the expansion of private seetor 
debt between 2005 and 2010. 

The banking System appears to have adequate 
levels of liquidity and is highly capitalized. The 
Overall Capital adequacy ratio stood at 21% at the 
end of 2013, significantly above the euro-area 
average. Profitability has been high and remained 
positive until end-2013, but rising non-performing 
loans and increasing provisioning reduced it by 
70% year-on-year in 2013. The quality of the loan 
portfolio is deteriorating rapidly, with the share of 
NPLs reaching 15.6% at end-2013. A particular 
concem has been the rapid rise in NPLs in the 
corporate seetor, whieh reached 27% at end-2013. 
The coverage ratio increased slightly during 2013 
to 46%, but remains below historical levels and 
below the average of the CEE region. 
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Graph 4. l / .Croatia - selected banking sector soundness 



■ Return on equity Capital adequacy BNon performing loans 

Note: For 2007 EU-27 non performing loons ore o proxy for EA. 

For2007, EA RoE and CAR overoges ore unweighted. 

Source: ECB, HNB, EC colculotions. 


The non-banking financial sector is well developed 
relative to other CEE countries, and non-banking 
institutions play a fairly important role in financial 
intermediation. In 2012, they accounted for 
roughly 40% of GDP or one fourth of financial 
institutions' assets. Pension funds, with total assets 
of about 16% of GDP, are the biggest players, and 
their size bas more than doubled since 2008. The 
Insurance sector bas also been growing, but its 
size, measured by total premium to GDP of about 
10% in 2012, is comparable to the euro-area 
average. Investment funds have also increased 
their assets, since 2008 by 40%, and their total 
assets account for about 5% of GDP. Leasing and 
factoring are another important group in the non- 
banking financial sector with total assets fairly 
high (almost 9% of GDP), despite their modest 
reduction in business since 2008. 


Grap/i 4. /2:Croatia - Recent development of the financial 
System relative to the euro area 



HR, 2007 HR, 2013 EA, 2007 EA, 2013 


Note: Debt Securities other than shares, excluding financial derivatives. 
Source: ECB, Commission Services, HNB, Zagreb Stock Exchange. 


HRK 180 billion, corresponding to 55% of GDP. 
Conversely, debt markets are not very developed. 

The Croatian National Bank (HNB) is the 
supervisory authority for credit institutions while 
HANFA, the Croatian Financial Services 
Supervisory Agency, is in Charge of the 
Supervision of non-bank financial institutions, 
including Insurance and leasing Companies, 
Investment firms, and asset and pension fund 
management Companies. Düring 2013 the Council 
for Financial Stabibty was established with 
members from HNB, HANFA, the Ministry of 
Finance and the State Agency for Deposit 
Insurance and Bank Rehabilitation for the 
Implementation of macro-prudential policy. In 
principle, the transposition of all directives related 
to financial Services should have taken place 
before the accession of Croatia to the European 
Union. The relevant legislation is currently under 
examination by the Commission Services, 
including the Alternative Investment Fund 
Managers Directive (AIFMD), for which the 
transposition date was July 2013. 


Capital markets in Croatia are less developed than 
in the euro area, but among the most developed in 
the CEE region. In 2007 the Zagreb Stock 
Exchange (ZSE) merged with Varazdin Stock 
Exchange, resulting in a single Croatian Capital 
market, leading in the region by market 
capitalization and trading volume. Initially, trading 
volumes were very high at 111% of GDP, but have 
shrunk in the course of the crisis and are now more 
in line with those of other CEE countries. 
Currently, the ZSE includes Stocks of 378 
Companies, with market capitalization of around 
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5.1. LEGAL COMPATI Bl LITY 

5.1.1. Introduction 

The Bank of Lithuania was established 
originally in 1922 and was re-established in March 
1990. Its legal Status is defined in Article 125 of 
the Lithuanian Constitution of 1992. The Law on 
the Bank of Lithuania (hereinafter 'the BoL Law') 
lays down the tasks and functions of the Bank of 
Lithuania (^^). The BoL Law was amended several 
times and most recently through Law No XII-765 
of23 January2014(^*). 

5.1.2. Central bank independence 

Pursuant to a recent amendment to the Law on 
the National Audit Office, now clearly defines the 
scope of control conducted by the National Audit 
Office without prejudice to the activities of the 
Bank of Lithuania's independent external auditor 
competences as provided in Article 27.1 of the 
Statute of the ESCB and of the ECB. According to 
the amended law, the National Audit Office may 
perform an audit of the activities of the Bank of 
Lithuania, with the exception of the execution of 
tasks of the European System of Central Banks and 
the Eurosystem. The law foresees that the National 
Audit Office shall take into account the 
independence of the Bank of Lithuania and shall 
not give instructions to the Bank of Lithuania, 
Board of the Bank of Lithuania or its members in 
carrying out its functions related to the 
performance of the tasks of the European System 
of Central Banks and the Eurosystem. 

On 24 January 2014, the Lithuanian Constitutional 
Court declared that the amendments from 2006 to 
Article 125 of the Constitution were 
unconstitutional given that the amendments were 
not carried out in line with the appropriate 
legislative procedure applying to amendments to 
the Constitution. The amendments of 2006 brought 
the Constitution in line with the principle of central 


Law No 1-678 of 1 December 1994. 

C) Register of Legal Aets 2014-01-30, No. 2014-716, 
effective as of 3 1 January 2014. 

Law No XII-766 of 23 January 2014, Register of Legal 
Acts 2014-01-30, No 2014-712, entering into force on the 
day the Council abrogates the derogation of Lithuania 
pursuant to Article 140 of the TFEU. 


bank independence as they revoked the BoL's 
exclusive right to issue currency and clarified the 
legal basis for the right to dismiss the BoL 
govemor in line with Article 130 of the TFEU and 
Article 14.2 of the Statute. 

The Constitutional Court clarified in its ruling that 
the declaration of unconstitutionality of the 
amendments does not mean that the previous 
Version of Article 125 of the Constitution re-enters 
into force. Therefore, the Constitution does not 
provide for the exclusive right of the BoL to issue 
the currency. Furthermore, the Court stated that the 
constitutional commitment of Lithuania to 
eventual full participation in the Economic and 
Monetary Union implies the application of the 
independence guarantee to the BoL set by the law 
of the European Union. Against this background, 
the Commission understands that the Seimas' vote 
of non-confidence against state officials appointed 
by the latter as enshrined in Articles 75 and 84 (13) 
of the Constitution cannot constitute a ground for 
dismissal of the BoL govemor in addition to the 
grounds for dismissal provided by Article 14.2 of 
the Statute and as replicated in Article 12 of the 
BoL Law. The Commission understands that the 
Court's jurispmdence forms the official 
constitutional doctrine which has the same legal 
value as the Constitution itself. On the basis of this 
understanding, the Constitution is compatible with 
the principle of central bank independence as 
enshrined in the TFEU and the Statute. 

5.1.3. Prohibition of monetary financing and 
privileged occess 

There are no incompatibilities and imperfections in 
the Lithuanian laws with regard to the prohibition 
of monetary financing and privileged access as 
enshrined in Article 123 and 124 of the TFEU. 

5.1 .4. Integration in the ESCB 

Objectives 

The objectives of the Bank of Lithuania are 
compatible with the TFEU. 

Tasks 

There are no incompatibilities and imperfections in 
the Lithuanian legislation with regard to the tasks 


83 


Drucksache 18/1730 


- 104- 


Deutscher Bundestag - 18. Wahlperiode 


European Commission 
Convergence Report 2014 


TableS.l: weights 


Lithuania - Components of infiation 






(pereentage change)'^ 

in total 


2008 

2009 

2010 

2011 

2012 

2013 

Apr-14 

2014 

HICP 

11.1 

4.2 

1.2 

4.1 

3.2 

1.2 

0.6 

1000 

Non-energy industrial goods 

1.8 

0.2 

-2.9 

-0.7 

1.1 

1.0 

0.5 

301 

Energy 

17.9 

8.2 

10.4 

12.0 

6.7 

-1.2 

-2.5 

143 

Unprocessed food 

15.3 

3.1 

-2.3 

5.0 

3.3 

3.2 

1.9 

103 

Proeessed food 

15.8 

5.8 

5.3 

7.0 

3.2 

1.4 

1.5 

220 

Services 

12.2 

5.8 

-1.5 

1.3 

2.9 

1.8 

1.5 

234 

HICP excl. energy and unproc. food 

9.3 

3.7 

0.0 

2.4 

2.4 

1.4 

1.1 

755 

HICP at constant taxes 

10.1 

0.2 

-0.3 

4.2 

3.0 

1.2 

0.6 

1000 

Administered priees HICP 

17.0 

15.8 

6.6 

5.0 

6.8 

1.1 

-0.7 

130 


1 ) Measured by the arithmetic average of the latest 1 2 monthly indices relative to the arithmetic average of the 1 2 monthly indices 
in the previous period. 

Sources: Eurostat, Commission Services. 


of the ESCB and the ECB and the eorreet spelling 
of the euro. 

5.1 .5. Assessment of compatibility 

The Lithuanian Constitution, the BoL Law and the 
Law on the National Audit Offiee, as amended, are 
fully eompatible with Artieles 130 and 131 of the 
TFEU. 


5.2. PRICE STABILITY 

5.2.1 . Respect of the reference volue 

The 12-month average Inflation rate for Lithuania, 
whieh is used for the eonvergenee evaluation, was 
above the referenee value at the time of the last 
eonvergenee assessment in 2012. Sinee early 2012, 
average Inflation has been on a steady downward 
trend, dropping from 4.2% in February 2012 to 
below 1% at the beginning of 2014. In April 2014, 
the referenee value was 1.7%, ealeulated as the 
average of the 12-month average Inflation rates in 
Latvia, Portugal and Ireland plus 1.5 pereentage 
points. The eorresponding Inflation rate in 
Lithuania was 0.6%, i.e. 1.1 pereentage points 
below the referenee value. The 12-month average 
Inflation is projeeted to remain below the referenee 
value in the months ahead. 


Graph 5. / .lithuania - Inflation criterion since 2008 


(percent, 12-month moving average) 



Note: The dots in December 2014 show the projeeted 
reference value and 12-month average inflation in the country. 

Sources: Eurostat, Commission Services' Spring 2014 Forecast. 

5.2.2. Recenf Inflation developments 

In previous years, Lithuania's inflation rate moved 
within a broad ränge, refleeting in partieular large 
variations in the inflation eontributions of serviees, 
food and energy, whieh together represent around 
75% of the HICP basket. Changes in administered 
priees and taxation further amplified inflation 
volatility. Annual HICP inflation peaked at above 
12% in mid-2008 and then deereased rapidly 
throughout 2009 as the eeonomy moved into 
reeession. Following a marginal year-on-year 
deeline in the priee level in early 2010, annual 
inflation inereased on the baek of higher 
eommodity priees to 5% in May 2011. Annual 
inflation has thereafter broadly followed a 
deelining trend, indueed by lower inflation of 
energy and proeessed food priees, whieh was also 
supported by eontinuing wage restraint in the 
eeonomy. After having stabilised at around 0.5% 
in the seeond half of 2013, annual inflation 
dropped to some 0.3% in early 2014. 
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Graph 5.2:Lithuania - HICP Inflation 



Lithuania Euro area 

Source: Eurostat. 


Core inflation (measured as HICP inflation 
excluding energy and unprocessed food) has been 
less volatile than headline inflation in recent years, 
highlighting the strong effect of rising commodity 
prices on inflation. Core inflation peaked at above 
2.5% in late 2012 and then deelined during the first 
half of 2013 to 1.1% in July 2013. At the same 
time, the gap between eore and headline inflation 
narrowed due to partieularly low inflation of 
energy priees. In faet, energy inflation has steadily 
deeelerated sinee 2011 and turned negative in 

2013. It stood at -2.5% in early 2014. Sinee June 
2013 the eore inflation rate has exeeeded headline 
inflation levels as it remained slightly above 1 % in 
early 2014. Inflation of serviee priees mirrored the 
Overall deelining trend albeit at a slower paee. It 
has fallen sinee 2012 to reaeh 1.5% in April 2014. 
Non-energy industrial goods inflation was already 
relatively low and has remained so in reeent years 
with 1.1% in 2012, 1.0% in 2013 and 0.6% in early 

2014. Annual average produeer priee inflation for 
total industry deereased from 5.1% in 2012 to - 
2.3% in 2013 and stood at -4.2% in Mareh 2014, 
suggesting that pipeline priee pressures remain 
subdued. 

5.2.3. Underlying factors and sustainability of 
inflation 

Macroeconomic policy-mix and cyclical 
stance 

Real GDP growth was around 7% on average 
between 2005 and 2008, but a sharp eontraetion of 
almost 15% followed in 2009. GDP growth turned 
positive in 2010 before reaehing 6% in 2011 and 
3.7% in 2012. Initially driven by rapid export 
growth, the reeovery has inereasingly relied on 
dorne stie demand through growth in both private 
eonsumption and investment. In the seeond half of 
2013, the eontribution of net exports turned 


negative and domestie eonsumption beeame the 
main growth driver, leading to a GDP growth rate 
of 3.3% for 2013. The output gap, whieh turned 
negative in 2009, is estimated to elose in 2016. 
Aeeording to the Commission serviees' 2014 
Spring Foreeast, real GDP growth is projeeted to 
remain 3.3% in 2014 and to aeeelerate to 3.7% in 

2015. 

The fiseal stanee, as measured by ehanges in the 
struetural balanee, was tightened over 2012 and 
2013 in line with the gradual reeovery in domestie 
demand. The struetural defieit is estimated to have 
remained just above 2% of GDP in 2013. A further 
gradual tightening of the fiseal stanee is foreseen 
for 2014 and 2015. 

Monetary eonditions have been aeeommodative in 
reeent years in the framework of the eurreney 
board arrangement within ERM II. Short-term 
interest rates have remained elose to levels 
observed in the euro area sinee end-2010. Credit 
eonditions stabilised in the aftermath of the global 
fmaneial erisis and banks have suffieient liquidity. 
However, lending eonditions, in partieular to 
SMEs, eonstruetion and the real estate seetor, 
remain tight, while private seetor demand for 
eredit is still weak as deleveraging pressures 
persist. 

Wages and labour costs 

The Lithuanian labour market demonstrated a high 
degree of flexibility during the erisis, supported by 
a deeentralised wage bargaining proeess. 
Unemployment has gradually deelined from its 
post-erisis peak of almost 18% in 2010 to below 
12% in 2013. Employment started to grow again in 
the seeond quarter of 2010 and has been on a 
mode st upward trend sinee then. 

Nominal eompensation per employee deelined in 
2009 but reeovered strongly in the following years. 
The publie seetor wage freeze, whieh was 
implemented during the erisis, was partially 
reversed in 2013 and the minimum wage was 
raised by 25% to LTL 1,000 in January 2013, 
indueing a piek-up in growth of eompensation per 
employee. As a result, nominal unit labour eost 
growth, whieh turned positive in 2011, inereased 
to 3.8% in 2013 as produetivity growth deelined 
gradually between 2010 and 2013. 
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Table 5.2: 

Lithuania - Other Inflation and cost indicators (annual percentage change) 



2008 

2009 

2010 

2011 

2012 

2013" 

2014"' 

2015^ 

HICP inflation 









Lithuania 

11.1 

4.2 

1.2 

4.1 

3.2 

1.2 

1.0 

1.8 

Euro area 

3.3 

0.3 

1.6 

2.7 

2.5 

1.3 

0.8 

1.2 

Private consumption deflator 








Lithuania 

10.9 

4.5 

1.3 

4.1 

3.1 

1.0 

1.0 

1.8 

Euro area 

2.7 

-0.4 

1.6 

2.4 

2.1 

1.3 

0.9 

1.3 

Nominal compensation per employee 








Lithuania 

14.3 

-9.9 

7.2 

6.3 

3.8 

5.9 

3.3 

4.6 

Euro area 

3.5 

1.8 

2.0 

2.2 

2.0 

1.7 

1.6 

1.9 

Labour productivity 

Lithuania 

3.6 

-8.6 

15.3 

5.5 

1.9 

2.0 

1.9 

2.5 

Euro area 

-0.3 

-2.4 

2.6 

1.4 

0.2 

0.5 

0.9 

1.0 

Nominal unit labour costs 









Lithuania 

10.4 

-1.5 

-7.0 

0.7 

1.9 

3.8 

1.4 

2.0 

Euro area 

3.8 

4.3 

-0.6 

0.7 

1.8 

1.1 

0.7 

0.8 

Imports of goods deflator 

Lithuania 

9.3 

-11.5 

10.9 

14.2 

4.6 

-1.9 

-2.5 

1.8 

Euro area 

4.2 

-8.1 

5.7 

6.6 

2.3 

-1.9 

-1.0 

0.8 


1) 2013 dato (except HICP Inflation) ore estimates. 

2) Commission Services' Spring 2014 Forecost. 

Source: Eurostat, Commission Services. 


According to the Commission Services' 2014 
Spring Forecast, growth of nominal unit labour 
costs should decline again to below 2% in 2014 
and to 2% in 2015, reflecting a pick-up in labour 
productivity growth. Nevertheless, high structural 
unemployment and emerging skill mismatches in 
some labour market Segments could lead to 
emerging wage pressures. 

Graph 5.3.Lithuania - Inflation, productivity and wage trends 



Productivity (real GDP per person employed) 

— — — — - Nominal compensation peremployee 
Nominal unit labour costs 
HICP Inflation 

Source: Eurostat, Commission Services' Spring 2014 Forecast. 


Extern al factors 

As a small and open economy, Lithuania is highly 
sensitive to external developments, a factor further 
exacerbated by the large weight of energy and food 
prices in the HICP basket. Mirroring trends in 
World energy and food prices, import prices 


(measured by the imports of goods deflator) surged 
in 2010 and 2011. Import price growth moderated 
in 2012 and turned negative in 2013, largely 
caused by a Stabilisation and subsequent drop in 
World oil and food prices. Accordingly, the 
contribution of energy prices to HICP inflation 
became negative (0.2pps) in 2013 while 
unprocessed and processed food contributed 
0.4pps and 0.3pps respectively. The nominal 
effective exchange rate of the litas (measured 
against a group of 36 trading partners) has 
followed a mild appreciation trend since mid-2012. 
As a result, it had a slightly dampening impact on 
dorne Stic price developments. 

Administered prices and taxes 

Adjustments in administered prices and 

indirect taxes have been important determinants of 
inflation in Lithuania in recent years. Increases in 
administered prices, with a weight of around 17% 
in the HICP basket (compared to 13% in the euro 
area) significantly exceeded HICP inflation in the 
past. The average annual increase in administered 


According to the Eurostat definition, administered priees in 
Lithuania inter alia inelude water supply, refuse and 
sewerage eolleetion, eleetrieity, gas, heat energy, medieal 
produets and eertain eategories of passenger transport. For 
details, see http://epp.eurostat.ee.europa.eu/portaEpage/ 
portal/hiep/doeuments_meth/HICP-AP/HICP_AP_ 
elassifieation_201 l_2014_02.pdf 
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prices declined from almost 1 6% in 2009 to below 
7% in 2010 and some 6.8% in 2012, when it was 
mainly driven by rising prices of gas, heat energy 
and passenger rail transport. In 2013, administered 
prices grew at 1.1%, i.e. below headline Inflation. 
This trend is forecast to continue in 2014, with 
negative growth of administered prices and a 
Stabilisation thereafter. Notably, decisions to 
reduce heating prices were taken in 2012 and 2013 
with a considerable downward impact on inflation 
in 2013 and 2014. 

The Standard VAT rate has not been raised since 
September 2009 and Stands at 21%. Excise duties 
on cigarettes, alcoholic beverages and diesel fuel 
have been repeatedly increased since 2009, but are 
estimated to have had only a marginal impact on 
average annual inflation in the respective years. 
Further increases in excise duties were introduced 
at the beginning of 2014, in line with applicable 
EU regulations. Reduced VAT rates for periodicals 
and for some passenger transportation Services 
were introduced in 2013, while reduced VAT rates 
for residential heating and some medicines were 
extended. In the absence of major tax revisions, the 
HICP at constant tax rates has developed very 
much in line with actual inflation rates, dropping 
from slightly above 4% in 2011 to 1.2% in 2013 
and further to 0.6% in spring 2014. No further 
VAT rate revision has been announced for the 
immediate future. 

Medium-term prospects 

The favourable outlook for primary commodity 
price developments suggests that the inflation 
contributions of energy and food products could 
continue to be low or even negative in 2014. At the 
same time, domestic price increases should remain 
modest. Inflation expectations remain well 
anchored. According to the Commission Services' 
2014 Spring Forecast, average annual inflation is 
thus projected to remain broadly stable in 2014 at 
about 1.0% and increase moderately to 1.8% in 
2015. 

Risks to the inflation outlook appear to be broadly 
balanced. Upside risks are mainly related to a 
possible rise of global commodity prices, with the 
Overall impact amplified by the relatively large 
weight of Commodities in the consumption basket, 
as well as increasing wage pressure resulting from 
a tightening labour market. The output gap is set to 
close in 2016 and the unemp loyment rate is at its 
estimated natural level. Additionally, skill 


mismatches can be observed in some sectors of the 
economy, possibly contributing to an acceleration 
of wages going forward. Downside risks to 
inflation could emerge from a delayed economic 
recovery of Lithuania's main trading partners 
leading to a protracted period of low commodity 
prices and weaker-than-expected growth in 
Lithuania. 


5.3. PUBLIC FINANCES 

5.3.1 . Recent fiscal developments 

On 21 July 2013, the Council decided to abrogate 
the decision on the existence of an excessive 
deficit according to Article 126 (12) TFEU, 
thereby closing the excessive deficit procedure for 
Lithuania (^^). 

The economic crisis had severe repercussions on 
Lithuania's public finances, as the headline general 
government deficit rose from 1.0% of GDP in 
2007 to 9.4% of GDP in 2009, despite substantial 
consolidation measures of around 8% of GDP 
adopted during 2009. Due to further consolidation 
measures adopted in subsequent years, the general 
government deficit declined to 7.2% of GDP in 
2010 and 5.5% of GDP in 2011. The consolidation 
measures were taken mostly on the expenditure 
side, including cuts in public sector wages 
followed by a wage freeze, temporary cuts in 
pensions as well as a reduction of selected social 
beneflts. In addition, transfers to the second pillar 
Pension funds were lowered. On the revenue side 
the government increased the Standard VAT rate 
by 3pp and eliminated some tax exemptions. 

In 2012 Lithuania’s general government deficit 
narrowed to 3.2% of GDP. Progress was in large 
part due to expenditure restraint and improvements 
in tax compliance, supported by solid economic 
growth. However, the outcome feil short of 
reaching the target of 3.0% of GDP set in the 2012 
convergence Programme, mainly because state- 
owned enterprises only paid half of the expected 
dividends to the budget, sales of carbon rights feil 
considerably short of plan and local governments 
encountered a deficit higher than expected. 


An OverView of all exeessive defieit proeedures ean be 
found at: http://ee.europa.eu/eeonomy_finanee/ eeonomie_ 
govemanee/ sgp/ defieit/index_en.htm 
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Table 5.3: 


Lithuania - Budgetary developments and projections (as % of GDP unless indicated otherwise) 


Outturn and forecast ' 

2008 

2009 

2010 

2011 

2012 

2013 

2014 

2015 

General govemment balanee 

-3.3 

-9.4 

-7.2 

-5.5 

-3.2 

-2.1 

-2.1 

-1.6 

- Total revenues 

34.6 

35.5 

35.0 

33.2 

32.7 

32.2 

32.0 

31.7 

- Total expenditure 

37.9 

44.9 

42.2 

38.7 

36.0 

34.4 

34.2 

33.3 

of whioh: 









- Interest expenditure 

0.7 

1.3 

1.8 

1.8 

1.8 

1.7 

1.6 

1.5 

p.m.: Tax bürden 

31.1 

30.8 

28.8 

27.7 

27.5 

27.5 

27.4 

27.2 

Primary balanee 

-2.6 

-8.2 

-5.4 

-3.7 

-1.4 

-0.5 

-0.6 

-0.1 

Cyelieally-adjusted balanee 

-5.4 

-6.5 

-4.7 

-4.4 

-2.9 

-1.9 

-2.0 

-1.5 

One-off and temporary measures 

-0.1 

0.4 

0.0 

0.0 

0.1 

0.2 

-0.1 

-0.2 

Stmetural balanee 

-5.3 

-6.9 

-4.7 

-4.4 

-2.9 

-2.1 

-1.9 

-1.3 

Govemment gross debt 

15.5 

29.3 

37.8 

38.3 

40.5 

39.4 

41.8 

41.4 

p.m: Real GDP growth (%) 

2.9 

-14.8 

1.6 

6.0 

3.7 

3.3 

3.3 

3.7 

p.m: Output gap 

6.8 

-9.7 

-8.2 

-3.5 

-1.3 

-0.7 

-0.5 

-0.4 


Convergence Programme 2014 2015 2016 2017 


General govemment balanee 

-1.9 

-0.9 

0.1 

1.1 

Stmetural balanee 

-1.2 

-0.6 

0.2 

0.9 

Govemment gross debt 

41.6 

40.7 

35.3 

34.8 

p.m. Real GDP (% ehange) 

3.4 

4.3 

4.0 

4.3 


1) Commission Services' Spring 2014 Forecast. 

2) Cyclically-adjusted balance excluding one-off and other temporär/ measures. 

3) Commission Services’ calculations on the basis of the information in the Programme. One-off and other temporär/ measures 


taken from the Programme , while they do not meet the criteria applied by the Commission. 
Sources; Commission Services, the 2014 Convergence Programme of Lithuania . 


In 2013, fiscal consolidation was supported by a 
healthy collection of direct taxes, in particular 
corporate income tax, which compensated for a 
shortfall in indirect tax collection, while 
expenditure growth at central govemment level 
was contained. In addition, fiscal results of local 
govemments tumed out to be better than expected. 
Overall, the general govemment deficit reached 
2.1% of GDP in 2013, i.e. 0.4pps less than targeted 
in the 2013 Convergence Programme. 

The stmctural deficit (the cyclically-adjusted 
balance net of one-offs and other temporary 
measures) as calculated by the Commission 
decreased gradually from some 7.2% of GDP in 
2009 to around 2.1% in 2013. 

The expenditure-to-GDP ratio has declined 
steadily over the last years due to lower spending 
on personnel, goods and Services and social 
transfers. It decreased from 42.2% in 2010, to 
34.4% in 2013. The revenue-to-GDP ratio declined 
as well, falling from 35% in 2010 to 32.2% in 
2013, mainly due to slow nominal growth in 
indirect tax revenue, despite the recovery of 
domestic demand and govemment's efforts to 
improve tax compliance. 


While remaining well below 60% of GDP, the 
debt-to-GDP ratio deteriorated to 39.4% in 2013 
from only 15.5% in 2008 as a result of high 
govemment deficits and high interest on new debt 
incurred during the crisis. 

5.3.2. Medium-term prospects 

The Lithuanian Parliament adopted the 2014 
budget on 12 December 2013 targeting a general 
govemment deficit of 1.9% of GDP along with a 
medium-term budgetary framework for 2014- 
2016. The general govemment budget deficit is 
planned at 0.9% of GDP in 2015 and a surplus of 
0.1% of GDP is foreseen for 2016. Consolidation 
in the 2014 budget is based on further expenditure 
restraint, in particular maintaining the partial 
public sector wage freeze for the fifth year. In 
October 2013 the govemment had to partially 
reverse public wage cuts following a judgement of 
the Constitutional Court. In 2014, cuts of state and 
other specific pensions have been reverted. On the 
revenue side, excise taxes on tobacco and alcohol 
increased as of spring 2014. The govemment also 
plans to collect more revenue s by stepping up tax 
collection efforts, especially for VAT. 
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Taking into account these measures and robust 
growth in domestic demand, the Commission 
Services' 2014 Spring Forecast projects a deficit of 
2.1% of GDP in 2014. In 2015, the state budget 
expenditure mle is expected to contain the increase 
in total expenditure. The government deficit is 
therefore forecast to fall to 1.6% of GDP in 2015. 
The Overall fiscal stance in 2014, as measured by 
the change in the structural balance, is expected to 
result in a moderate consolidation of 0.2pps and is 
expected to become more restrictive in 2015. The 
general government debt is expected to increase 
from 39.4% of GDP in 2013 to around 41.4% of 
GDP in 2015, due to foreseen pre-financing for the 
redemption of a Eurobond in February 2016. 

In March 2012, Lithuania signed the Treaty on 
Stability, Coordination and Govemance in the 
EMU. This implies an additional commitment to 
conduct a stability-oriented and sustainable fiscal 
policy. The TSCG will apply to Lithuania in its 
entirety upon lifting its derogation from 
participation in the single currency. 


5.4. EXCHANGE RATE STABILITY 

Lithuania entered ERM II on 28 June 2004 and has 
thus been participating in the mechanism for 
almost ten years at the time of the adoption of this 
report. The ERM II central rate was set at the 
parity rate prevailing under the existing currency 
board arrangement, with a Standard fluctuation 
band of ±15%. Upon ERM II entry, the authorities 
unilaterally committed to maintain the currency 
board within the mechanism. Since then, and in 
line with this commitment, there has been no 
deviation from the central rate. 

Graph 5.4:LTL - Spread vs central rate 

(as percent, daily values) 

1.0 n 

0.5 - 

0.0 

-0.5 

-1.0 J ^ ^ ^ ^ ^ ^ — 

Jan-08 Jan-09 Jan-10 Jan-11 Jan-12 Jan-13 Jan-14 
Source: Commission Services, ECB. 

The Bank of Lithuania began operating under a 
currency board in April 1 994, with the litas 


initially pegged to the US dollar at 4 LTL/USD. 
The litas peg was changed to the euro in February 
2002 at the prevailing market rate of 3.4528 
LTL/EUR. The litas exchange rate did not 
experience tensions during the reference period. 

Graph 5.5;Exchange rates - LTL/EUR 

(monthly averages) 

3.8 n 


3.6 


3.4 


3.2 ^ ^ ^ ^ ^ ^ ^ 

2008 2009 2010 2011 2012 2013 2014 

Source: ECB. 

Under the currency board arrangement all 
domestic liabilities of the Bank of Lithuania have 
to be backed by foreign exchange reserves or gold. 
International reserves increased from below EUR 
5bn at the beginning of 201 1 to above EUR 6bn at 
the end of 20 1 1 thanks to strong FDI inflows and 
successflil international sovereign bond issuance. 
They remained close to this level throughout 2012 
and 2013, with relatively small fluctuations mainly 
reflecting short-term changes in government 
deposits. International reserves covered on average 
around 130% of the monetary base during 2012- 
2013, well above the required 100% statutory 
minimum. The ratio of international reserves to 
GDP stood at 17.6% and they covered around 80% 
of short-term debt by the end of 201 3(^^). 

The Bank of Lithuania does not set monetary 
policy interest rates. The domestic interest rate 
environment is directly affected by monetary 
conditions in the euro area through the operations 
of Lithuania's currency board arrangement. 

The 3-month interest rate differential against the 
euro peaked in mid-2009, reflecting elevated risk 
premia during the period of heightened financial 
market tensions. After dropping sharply during the 
second half of 2009 and in early 2010, short-term 
interest differentials vis-ä-vis the euro area 
remained below 50 basis points in 2011. Short- 
term spreads widened again to above 50 basis 
points in 2012 as monetary policy loosening in the 
euro area was not fully reflected in local interbank 
rates. Spreads narrowed considerably by mid- 


Based on estimated residual maturity. 
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2013, falling to below 20 basis points in August 
2013 as local money market conditions further 
improved. At the cut-off date of this report, the 3- 
month spread vis-ä-vis the euro area amounted to 
about 10 basis points. 


Graph 5.6.Lithuania - 3-M Vilibor spread to 3-M Euribor 

(basis points, monthly volues) 



Source: Eurostat. 


5.5. LONG-TERM INTEREST RATES 

The long-term interest rate in Lithuania used for 
the convergence examination reflects the 
secondary market yield on a single benchmark 
government bond with a residual maturity of 
around 9 years. 

The Lithuanian 12-month moving average long- 
term interest rate relevant for the assessment of the 
Treaty criterion peaked at some 14% at the end of 
2009. It declined to around 5.2% in early 2011 and 
remained rather stable until the beginning of 2012. 
It was below the reference value at the time of the 
last convergence assessment in 2012. Since then it 
declined further during 2012 and 2013. In April 
2014, the latest month for which data are available, 
the reference value, given by the average of long- 
term interest rates in Latvia, Portugal and Ireland 
plus 2 percentage points, stood at 6.2%. In that 
month, the 12-month moving average of the 
Lithuanian benchmark bond stood at 3.6%, i.e. 2.6 
percentage points below the reference value. 


Graph 5.7.Lithuania - Long-term interest rote criterion 



Lithuania o Reference value 

Source: Commission Services. 

Long-term interest rates remained fairly stable at 
just above 5% from March 2010 until the 
beginning of 2012. Afterwards they gradually 
declined to below 4% by mid-2013, reflecting 
improved investor sentiment towards the country 
supported by increased sovereign credit ratings as 
well as a relatively low domestic Inflation. 
Although the long-term litas-denominated 
government bond market is relatively shallow, the 
government issued debt securities with original 
maturity of up to 10 years in 2012 and 2013. The 
Lithuanian long-term interest spread vis-ä-vis the 
German benchmark bond stood at around 1 80 
basis points in early 2014. 


Graph 5.8.Lithuania - Long-term interest rotes 



Lithuania Germany 

Source: Eurostat. 


The reference to the German benchmark bond is included 
for illustrative purposes, as a proxy of the euro area long- 
term AAA yield. 
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5.6. ADDITIONAL FACTORS 

The Treaty (Artiele 140 TFEU) ealls for an 
examination of other faetors relevant to eeonomie 
Integration and eonvergenee to be taken into 
aeeount in the assessment. The assessment of the 
additional faetors - ineluding balanee of payments 
developments, produet, labour and fmaneial 
market Integration - gives an important indieation 
of a Member State's ability to integrate into the 
euro area without diffieulties. 

In November 2013, the Commission published its 
third Alert Meehanism Report (AMR 2014) 
under the Maeroeeonomie Imbalanee Proeedure 
(MIP - see also Box 1.5). The AMR 2014 
seoreboard showed that Lithuania exeeeded the 
indieative threshold for two out of eleven 
indieators, one in the area of external imbalanees 
(i.e. the net international Investment position) and 
one in the area of internal imbalanees (i.e. the 
unemployment rate). In line with the eonelusions 
of the AMRs 2012-14, Lithuania bas not been 
subjeet to in-depth reviews in the eontext of the 
MIP. 

5.6.1. Developments of the balanee of 
payments 

After reeording a substantial surplus in 2009, 
Lithuania's external balanee (i.e. the eombined 
eurrent and eapital aeeount) deteriorated again in 
2010, reaehing a defieit of 1.2% of GDP in 2011, 
despite strong export growth eombined with solid 
gains in market shares, as the parallel reeovery in 
dorne stie demand boosted imports. After reaehing 
surpluses in 2010-2011, the eurrent aeeount moved 
to a defieit of 3.7% of GDP again in 2011 as 
dorne stie demand rebounded, although it improved 
again and was elose to balanee in 2012 and moved 
to surplus in 2013. The eurrent aeeount is set to 
post moderate defieits in 2014 and 2015. 

Lithuania's defieit in international trade of goods 
feil by almost lOpp to 3.3% of GDP in 2009 as the 
Sharp reeession suppressed demand for imports. 
Subsequently, a slow reeovery of imports 
eombined with a good export performanee kept the 
balanee of trade in goods at signifieantly lower 
levels eompared to pre-erisis years (-4.8% of GDP 
in 2010 and -5.8% of GDP in 2011). In 2012, the 
defieit was at 2.8% of GDP and widened only 
slightly in 2013. Lithuania's surplus in serviees 


http://ec.europa.eu/europe2020/pdiy2014/amr2014 en.pdf 


inereased from 1.6% of GDP in 2009 to 3.7% of 
GDP in 2013. The ineome aeeount moved to 
surplus in 2009, refleeting mainly loan-loss 
provisions made by foreign-owned banks, and 
returned to defieit from 2010 onwards when 
foreign-owned banks regained profitability. 
Current transfers and the eapital aeeount have 
eonsistently reeorded signifieant surpluses 
refleeting positive net inflows from LU funds and 
migrant remittanees. 

The saving-investment gap bas narrowed sinee 

2011 and in 2013 savings exeeeded the Investment. 
Gross national savings inereased in 2010 amid the 
uneertainty regarding the prospeets of the eeonomy 
and has been on a gradual upward trend sinee then. 
While the household savings rate feil somewhat in 

2012 and 2013, after a peak in 2010, the evolution 
in the government savings rate was less negative as 
refleeted in an improving fiseal balanee, while 
eorporate savings inereased substantially. 
Folio wing a steep fall in 2008-2009, investment 
aetivity rebounded in 2010 and very strongly in 
2011 but deelined again in 2012. It started to 
reeover in 2013. Investment as share of GDP 
deelined signifieantly in 2009 and has remained at 
mueh lower levels than before the erisis. 

Graph 5.9;Lithuania - Saving and investment 



■ Gross national saving Gross Capital formation at current prices; total eeonomy 

Source: Eurostat, Commission Services. 


A signifieant deeline in the real-effeetive exehange 
rate in 2009-2011, in partieular when deflated by 
ULC, gave a strong boost to Lithuania's eost 
eompetitiveness. Sinee 2012 labour eosts started to 
rise and the RELR began to inerease. Nevertheless, 
Lithuania eontinued substantially improving its 
export performanee sinee 2010. Folio wing a mild 
upward trend, the ULC-deflated REER appreeiated 
by about 6% and HICP-deflated by about 3% 
between mid-2012 and April 2014, while NEER 
appreeiated by about 4%. 


91 


Drucksache 18/1730 


- 112- 


Deutscher Bundestag - 18. Wahlperiode 


European Commission 
Convergence Report 2014 


Table 5.4: 

Lithuania - Balance of payments (percentage of GDP) 



2008 

2009 

2010 

2011 

2012 

2013 

Current account 

-12.9 

3.7 

0.1 

-3.7 

-0.2 

1.5 

of which: Balance of trade in goods 

-13.0 

-3.3 

-4.8 

-5.8 

-2.8 

-3.5 

Balance of trade in Services 

1.2 

1.6 

2.9 

3.2 

3.7 

4.6 

Income balance 

-3.4 

1.1 

-2.8 

-4.6 

-4.1 

-3.9 

Balance of current transfers 

2.2 

4.4 

4.8 

3.5 

3.0 

4.2 

Capital account 

1.8 

3.4 

2.7 

2.5 

2.2 

2.2 

External balance 

-11.1 

7.1 

2.7 

-1.2 

2.0 

3.7 

Financial account 

11.1 

-7.2 

-2.7 

1.3 

-1.9 

-3.7 

of which: Net FDI 

3.4 

-0.6 

2.2 

3.2 

0.7 

0.9 

Net portfolio inflows 

-0.5 

3.3 

5.8 

3.9 

2.8 

-4.1 

Net other inflows 

5.8 

-10.2 

-9.4 

-1.5 

-5.1 

-1.9 

Change in reserves (+ is a decrease) 

2.4 

0.3 

-1.3 

-4.4 

-0.4 

1.3 

Financial account without reserves 

8.7 

-7.5 

-1.4 

5.7 

-1.6 

-5.0 

Errors and omissions 

0.0 

0.0 

0.0 

0.0 

-0.1 

0.0 

Gross Capital formation 

27.1 

11.4 

17.3 

21.3 

18.3 

18.5 

Gross saving 

14.0 

13.5 

16.9 

17.4 

17.2 

19.2 

External debt 

71.0 

83.9 

82.9 

77.4 

75.4 

67.1 

International investment position 

-51.6 

-57.3 

-55.2 

-52.3 

-52.8 

-45.7 


1) The combined current and Capital account. 

2) Including financial derivatives. 

Sources: Eurostat, Commission Services, Bank of Lithuania. 


Graph 5. /O. Lithuania - Effective exchange rates 



NEER REER, HICP deflated REER, ULC deflated 

Source: Commission Services. 


Mirroring the improvement in the external balance, 
the financial account moved closer to balance by 
2011. Lithuania has attracted positive net inflows 
of foreign direct investment since 2010, albeit at 
an uneven pace in 2011-2013, while also recording 
substantial net portfolio investment, mainly thanks 
to successful Sovereign external debt issuance. Net 
outflows of other investment were particular high 
in 2009 and 2010 when foreign banks started to 
deleverage and external loan liabilities in the 
banking sector shrank significantly. Since then net 
outflows continued at a slower pace in line with 
deleveraging. 


Net FDI inflows recovered after a collapse in 2009 
and peaked at 3.2% of GDP in 2011, helped by 
better financial results in the banking sector. 
However, net FDI subsided to 0.7% in 2012 and 
recovered only somewhat in 2013. The net 
international investment position improved from 
its lowest level in 2009 (-57.3% of GDP) to - 
45.7% of GDP by end-2013. Total gross external 
debt declined to about 67% of GDP at the end of 
2013 after peaking at around 84% in 2009. 

According to the Commission Services' 2014 
Spring Forecast, the external surplus is expected to 
shrink gradually in 2014 and 2015 as the positive 
impact of stronger external demand is foreseen to 
be offset by a parallel increase in the impact of 
dorne Stic demand growth. 

5.6.2. Market integration 

The Lithuanian economy is well integrated into the 
euro area through trade and investment linkages. 
Trade openness of Lithuania remains very high, 
almost 84% in 2012, and is substantially above the 
euro-area average. The economic crisis affected 
Lithuania's trade openness negatively, but the ratio 
quickly recovered in recent years. 
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Table 5.5: 

Lithuania - Product market integration 


2007 

2008 

2009 

2010 

2011 

2012 

Trade openness (%) 

60.5 

65.6 

55.1 

68.7 

78.6 

83.5 

Intra-EA trade in goods GDP ratio (%) 

23.8 

22.4 

19.4 

23.6 

28.3 

28.9 

Intra-EA trade in serviees GDP ratio (%) 

n.a. 

2.7 

2.8 

3.0 

3.1 

3.6 

Extra-EA trade in goods GDP ratio (%) 

29.0 

35.0 

27.4 

36.5 

41.1 

43.9 

Export in high teehnology (%) 

7.3 

6.5 

5.8 

6.0 

5.6 

5.8 

High-teeh trade balanee (%) 

-1.0 

0.0 

-0.1 

0.2 

0.1 

0.3 

Total FDI inflows GDP ratio (%) 

5.1 

4.1 

0.0 

2.2 

3.4 

1.7 

Intra-EA FDI inflows GDP ratio (%) 

1.7 

1.9 

-0.2 

1.2 

-1.2 

1.2 

FDI intensity 

3.3 

2.4 

0.2 

1.1 

1.7 

1.3 

Internal Market Direetives (%) 

0.6 

0.6 

0.2 

0.5 

0.9 

0.6 

Time to Start up a new eompany 

26.0 

26.0 

26.0 

22.0 

22.0 

19.5 

Real house priee index 

166.0 

163.1 

109.4 

100.0 

102.4 

99.1 

Residential Investment (%) 

2.8 

3.4 

3.3 

1.8 

1.8 

1.8 

Building permits index 

231.4 

191.4 

90.8 

100.2 

87.8 

121.1 


1 ) (Imports + Exports of goods and Services / (2 x GDP at current market prices)) x lOO (Foreign Trade Statistics, Balance of Payments). 

2) (Intra-EA-18 Imports + Exports of goods / (2 x GDP at current market prices)) x lOO (Foreign Trade Statistics). 

3) Intra-EA-l 7 trade in Services (average credit and debit in % of GDP at current prices) (Balance of Payments). 

4) (Extra-EA-l8 Imports + Exports of goods / (2x GDP at current market prices)) x lOO (Foreign Trade Statistics). 

5) Taken directly from Eurostat's databases: Exports of high technology products as a share of total exports. 

6) (Exports - Imports in high tech) / GDP at current prices x lOO, since 2007 the data based upon SITC Rev. 4 (earlierSITC Rev. 3). 

7) Total FDI inflows (in % of GDP at current prices). 

8) Intra-EA-l 7 FDI inflows (in % of GDP at current prices). 

9) FDI intensity (average intra-EU-27 inflows and outflows in % of GDP at current prices). 

1 0) Percentage of internal market directives not yet communicated as having been transposed, in relation to the total number. 

1 1 ) Time to Start a new Company (in days), Doing Business World Bank. 

12) Deflated house price Index (2010=100), Eurostat. 

13) Gross Capital formation in residential buildings (in % of GDP), Eurostat. 

14) Number of new residential building permits (2010=100), Eurostat. 

Sources: Eurostat, Sectoral Performance Indicators Database (SPI), Commission Services. 


Around 40% of Lithuania's trade was with the euro 
area eountries in 2012 (^^). Lithuania's main euro 
area trading partners were Germany, Latvia, 
Estonia and the Netherlands, while Russia, Poland, 
the United Kingdom and Belarus remained 
important non-euro-area export markets. 

Low-to-medium-teehnology goods eontinue to 
predominate in Lithuania's exported goods. While 
before the eeonomie erisis a gradual shift to 
exports of high-teehnology produets eould be 
observed, aeeounting for 7.3% of total exports in 
2007, this share deelined to a low of 5.8% in 2012. 
The highest share in total exports of goods was 
that of mineral produets with 24%, while the share 
of maehinery and eleetrieal equipment was only 
11%, signifieantly below the levels reeorded in 
other non-euro area Member States. 


Latvia - an important trading partner of Lithuania - joined 
the euro area in 2014, whieh led to a further inerease in this 
ratio. 


The stoek of inward FDI amounted to some 36% 
of GDP in 2012, up from 34% in 2009, with the 
main FDI inflows originating in Sweden, Poland, 
Germany and the Netherlands. Despite a relatively 
favourable busine ss environment and moderate 
taxes, Lithuania has been struggling to attraet 
higher FDI inflows. Following the erisis, total FDI 
inflows in pereent of GDP feil in 2009 and have 
been reeovering in reeent years. 

House priees deelined sharply between 2007 and 
2009 (by 34% in real terms) and remained broadly 
Stahle thereafter. The real house priee index 
deereased by 3.2 % in 2012. Investment in 
dwellings followed the same evolution. After a 
47% fall between the 2008 peak and 2010, 
residential Investment has remained unehanged at 
1.8% of GDP for the last three years. The share of 
eonstruetion in total value added almost halved 
between 2008 and 2010 and has remained at just 
over 6% sinee then. Consistent with the above 
developments, employment in eonstruetion 
experieneed a sharp fall in 2009 and 2010 (of 26% 
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and 29%, respectively). The Situation improved in 
2012, with an increase in employment of 5% 
(constmction making up 7% of total employment). 
Constmetion aetivities are expeeted to revitalize, 
as building permits pieked up in 2012 after a sharp 
fall of 61% between 2007 and 2009. The number 
of building lieenses granted inereased by 38% in 
2012 andby 19% in 2013. 

Coneerning the business environment, Lithuania 
performs broadly in bne with the average of euro 
area Member States in international rankings (^^). 
The government bas taken aetions to eut 
administrative bürden, and some progress was 
made on the time neeessary to Start a new 
eompany. Aeeording to the November 2013 
Internal Market Seoreboard, Lithuania had a 
transposition defieit (0.6%), elose to the 0.5 % 
target as proposed by the European Commission in 
the Single Market Aet (201 1). 

The Lithuanian labour market has proved to be 
highly flexible as demonstrated by nominal wage 
adjustment during the eeonomie eyele. While the 
deeentralised wage-setting System supported a 
rapid wage inerease during the boom years, it also 
allowed a eonsiderable downward wage 
adjustment during the subsequent reeession in 
2009 and 2010. Sinee then, wages have moved 
broadly in line with produetivity. 

Sinee joining the EU, Lithuania has experieneed a 
net outflow of workers demonstrating a high 
degree of mobility within the EU. Emigration has 
tended to flow to EU eountries with strong eyelieal 
demand for additional labour. As the post-erisis 
reeovery of Lithuania's eeonomy has so far been 
stronger than in most EU Member States, net 
emigration has eome down signifieantly, refleeting 
both deereasing gross emigration and a rise of re- 
immigration. 

5.6.3. Financial market integration 

Lithuania’s fmaneial seetor is highly integrated 
into the EU finaneial System. Foreign ownership 
amounted to about 90% of total assets at the end of 
2012, held mainly by a few large subsidiaries and 
branehes of Nordie banking groups. It inereased 
eompared to 2007, primarily due to the liquidation 
of the domestie Snoras bank in Deeember 2011. 


Lithuania ranks 17th (out of 189 economies) on the World 
Bank's 2014 Ease of Doing Business Index and 48th (out of 
148 economies) on the World Economic Forum's 2013- 
2014 Global Competitiveness Index. 


The banking seetor is highly eoneentrated, with the 
live largest institutions aeeounting for almost 84% 
of total assets. 

The size of Lithuania's fmaneial seetor is small 
eompared to the euro-area average, with banks 
eonstituting the largest segment. Deleveraging 
triggered by the finaneial erisis has redueed the 
loan portfolio: eredit to eorporations feil from 31% 
of GDP in 2007 to 22% of GDP in 2013 while 
eredit to households deelined from 25% to 21% of 
GDP, respeetively. Consolidated private seetor 
debt feil from 85% of GDP in 2009 to 63% of 
GDP in 2012 and is signifieantly below the euro- 
area average. Faeilitated by the litas' peg to the 
euro, euro-denominated lending is prevalent for 
both households and eorporations. The share of 
foreign-eurreney loans amounts to 74% in the 
eorporate, 76% in the residential and 41% in the 
eonsumer portfolio (^^). The gradual reduetion of 
foreign-eurreney loans after the erisis has not 
fundamentally altered the exehange rate risk of the 
private seetor. 
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Graph 5. 1 / .lithuania - Foreign ownership and 
concentrotion in the banking seetor 

(in percent, weighted averages) 



LT, 2007 LT, 2012 EA, 2007 EA, 2012 


■ Concentration in the banking seetor (CR5 ratio) 
Share of foreign institutions as % of total assets 
Source: ECB, Structurol financial indicctors , Bank of 
Lifhuania. 


The eapital adequaey ratio (CAR) of the banking 
seetor improved substantially from around 10% in 
2007 to 17% in 2013. At the same time, Lithuania 
made signifieant progress in resolving the stoek of 
non-performing loans that peaked above 20% 
following the 2009 reeession. The NPL ratio has 
deereased to 10% in mid-2013, helped by prudent 
bank provisioning polieies and some adjustments 
to the regulatory framework. Apart from write-offs 
of defaulted loans, the improvement in asset 
quality resulted also from a re turn to debt servieing 
by borrowers as their finaneial Standing improved. 
After losses in 2009 and 2010, Lithuanian banks 
have posted annual profits sinee 2011. Although 
return on equity has not eome baek to its pre-erisis 
level, at 10% in 2013 it was above the euro-area 
average. 


(^^) Bank of Eithuania supervisory data, end 2013. 
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Graph 5. /2:Lithuania - selected banking sector soundness 



■ Return on equity Capital adequacy BNon performing loans 

Note: For 2007 EU-27 non performing loons ore o proxy for EA. 

For2007, EA RoE and CAR overoges ore unweighted. 

Source: ECB, EC colculotions. 


Following the financial crisis, banks in Lithuania 
have become increasingly self-funded, 
accumulating local deposits and decreasing 
liabilities towards their foreign parent banks. This 
is a common trend for many banking markets in 
Central, Lastern and South-Eastem Europe, 
including those in the euro area. The change in 
funding structure is illustrated by the fall in the 
loan-to-deposit ratio from 210% in 2009 to 120% 
in 2013. The share of non-resident deposits in 
banking sector liabilities is low (below 3%) and 
these deposits are well-diversified in terms of 
country of origin (^^). 

Non-bank financial intermediaries play a relatively 
minor role in Lithuania' s financial System. In 

2012, total assets of eleven Insurance Companies 
amounted to less than 3% of GDP while ten 
leasing Companies held assets worth about 5% of 
GDP. Assets of pension funds, in particular the 
2nd pillar funds, were growing continuously in 
recent years, reaching 4.3% of GDP. Recent 
amendments of the legal framework may facilitate 
development of Investment funds, whose assets 
correspond to 1.6% of GDP. Credit unions have 
expanded, featuring double digit annual growth 
rates even during the crisis, but despite their 
number they have remained relatively small 
players in the market with assets corresponding to 
about 2% of GDP 

The Vilnius Stock Exchange (VSE) belongs to the 
NASDAQ OMX group and uses a single trading 
platform together with other exchanges in the 
Baltic-Nordic region. Stock market capitalisation 
feil from 24% of GDP in 2007 to 9% of GDP in 

2013, reflecting both limited stock supply by 
domestic Companies and feeble Investor demand. 


Bank of Lithuania (2013) Financial Stability Review 2013 
In 2012, there were 77 credit unions with assets 
corresponding to 1.8% of GDP and one central credit union 
with assets eorresponding to 0.3 GDP. 

Bank of Lithuania (2013) Finaneial Stability Review 2013 


Overcoming these constraints is challenging in a 
relatively small Capital market. Due to an 
increasing level of central government debt, the 
outstanding stock of debt securities reached 31% 
ofGDP in 2013. 


Graph 5. /3:Lithuania - Recent development of the 


financial System relative to the euro area 



LT, 2007 LT, 2013 EA, 2007 EA, 2013 


■ Debt securities Stock market capitaiisation aCredit to non-finandai corporations BCredit to househoids 

Note: Debt Securities other than shores, excluding tinanciol derivatives. 
Source: ECB, Commission Services. 


Since 2012, the Bank of Lithuania (BoL) is the 
single authority exercising micro-prudential 
Supervision. It has been proactive in identifying 
and addressing risks in the financial sector. After 
the liquidation of Snoras bank, launched at the end 
of 201 1, in January 2013 the BoL revoked licences 
of two credit unions in the framework of tightening 
oversight of this market segment. In February 
2013, it resolved ailing Ukio bank on concerns 
about asset quality and risk management practices. 
Ukio bank's good assets were transferred to 
another domestic bank, Siauliu bank, supported by 
an equity participation of the EBRD. The BoL 
interventions contributed to protecting financial 
stability in the long term while preserving 
depositor confidence in the short term. According 
to a draft law proposed in 2013, the Bank of 
Lithuania will also assume responsibility for 
development and Implementation of macro- 
prudential policy. Lithuania has a good track 
record in implementing EU financial Services 
directives. 


5.7. SUSTAINABILITY OF CONVERGENCE 

This concluding section draws together elements 
that are key for gauging the sustainability of 
Lithuania ’s convergence vis-ä-vis the euro area. 
The analysis reviews sustainability from a number 
of angles: 

First, the sustainability dimension is inherent in the 
individual convergence criteria themselves. This 
holds most explicitly for the price stability 
criterion, which includes the requirement of a 
“sustainable price performance”. The fiscal 
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criterion (EDP) also involves a forward-looking 
aspect, providing a view on the durability of the 
correction of fiscal imbalances. While the 
exchange and interest rate criteria are, by 
construction, backward-looking, they aim at 
capturing an economy’s ability to operate durably 
under conditions of macroeconomic stability, 
hence indicating whether the conditions for 
sustainable convergence following euro adoption 
are in place. 

Second, the assessment of additional factors 
(balance of payments, product and financial 
market Integration) required by the Treaty 
broadens the view on sustainability of convergence 
and allows for a more complete picture, 
complementing the quantitative criteria. In 
particular, a sound extemal competitiveness 
Position, effectively functioning markets for goods 
and Services and a robust financial System are key 
ingredients to ensure that the convergence process 
remains smooth and sustainable. 

Third, the convergence assessment should be 
informed by the results and fmdings of enhanced 
policy co-ordination and surveillance procedures 
(MIP, fiscal governance). The aim of these new 
govemance instruments is not to add to the 
existing requirements for euro adoption, but to 
make full use of the more comprehensive analysis 
undertaken under the new surveillance tools in 
assessing sustainability of convergence. While 
individual elements drawn from the new 
govemance framework (e.g. related to AMR 
scoreboard indicators) are included in the relevant 
chapters on convergence above, this section uses 
the new framework to provide a more integrated 
view of the sustainability dimension. 

Any assessment of the sustainability of 
convergence has limits and must be based on a 
judgement of the likely future evolution of the 
economy. In particular, as experience has shown, 
the sustainability and robustness of the 
convergence process after euro adoption is to a 
significant extent endogenous, i.e. it depends on a 
Member State ’s domestic policy Orientations after 
it has joined the euro area. Therefore, while the 
assessment of sustainability is an essential element 
in determining a Member State’ s readiness to 
adopt the euro based on initial conditions and 
existing policy frameworks, the outcome of such a 
sustainability assessment must ultimately be 
conditional and can only be validated by the 
adoption of appropriate policies over time. In this 


respect, the on-going strengthening of governance 
mechanisms in EMU will have a major part to play 
in ensuring that such policies are implemented by 
the Member State after euro adoption. 

The analysis below looks at sustainability from 
five different perspectives: price stability; fiscal 
performance and governance; macroeconomic 
imbalances; competitiveness and market 
functioning; and financial stability. 

Price stability 

Lithuania’s present inflation rate is below the 
reference value, and while the inflation rate is 
projected to rise from the current levels, it is 
expected to remain moderate over the forecast 
horizon. Going beyond the headline view, a 
sustainable price performance implies that the 
respect of the reference value reflects underlying 
fundamentals rather than temporary factors. The 
analysis of underlying fundamentals (e.g. cyclical 
conditions and policy stance, wage and 
productivity developments, imported inflation, 
administered prices - see section 2.2) and the fact 
that the reference value has been met by a 
comfortable margin support a positive assessment 
on the fulfilment of the price stability criterion. 

In Lithuania, the level of final consumption prices 
of private households stood at around 63% of the 
euro-area average in 2012. This suggests a 
potential for further price level convergence in the 
long term, as income levels (around 67% of the 
euro-area average in PPS in 2012) rise towards the 
euro-area average. To the extent that this is an 
equilibrium phenomenon, it does not imply a loss 
of price and cost competitiveness, but the process 
needs to be managed carefully so as to detect and 
counteract the emergence of excessive price 
pressures at an early stage. 

Longer-term inflation prospects will hinge in 
particular on wages growing in line with 
productivity. As Lithuania is still a catching-up 
economy, wages are expected to grow at a faster 
rate than in most advanced euro area members. 
However, risks to price stability from catching-up 
related price adjustment are limited by the recently 
demonstrated flexibility of the labour market and 
wage-setting mechanisms which should ensure that 
labour costs are aligned with productivity. They 
are also contained by the country's significant 
progress in implementing the EU Services directive 
and low market entry costs, which keep 
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competitive pressures high, as witnessed by the 
recent new entries in the retail market. A shortage 
of well-qualified labour in the medium term eould 
drive up wages relative to produetivity. Addressing 
the remaining bottleneeks will be important in 
limiting any tightening of the labour market. 
Diversifieation of supplies and more eompetitive 
markets would also support favourable priee 
developments in the energy seetor. 

The produetivity growth required to ensure a 
smooth eatehing-up in the priee level will largely 
depend on improvements in the business 
environment and progress in attraeting new 
investment. Inereased market eompetition should 
also Support favourable priee developments (and 
there is no evidenee that Lithuania would fare 
worse in this respeet than the euro area average). 
Priee developments will also depend on 
maintaining a prudent fiseal poliey stanee, 
ineluding eautious wage setting in the publie 
seetor, to keep dorne stie demand in line with 
fundamentals and help anehor inflation 
expeetations. Finally, if eommodity priees rise 
again in the medium term, Lithuania would be 
partieularly affeeted due to the eomposition of its 
eonsumer basket, low energy effieieney and high 
material input share in produetion. In this eontext, 
efforts to improve the energy effieieney of the 
eeonomy, in partieular for buildings and in the 
transport seetor, should be further prioritised, as 
also indieated in the annual European Semester 
exereise. 

Fiscal Performance and governance 

The 2014 Convergenee Programme eovering the 
period of 2014-2017 was submitted on 23 April 
2014. The budgetary strategy outlined in the 
Programme is to adjust the struetural budgetary 
Position towards aehieving the medium-term 
budgetary objeetive (MTO) in 2015. The MTO 
itself is set at the level of minus 1% of GDP. In 
terms of nominal targets, this strategy implies a 
headline defieit of 1.9% of GDP in 2014, with the 
defieit deelining further to 0.9% in 2015 and the 
budget turning to a surplus in 2016-2017. The 
headline budgetary defieit targets for 2014 and 
2015 are below the projeetions in the Commission 
serviees' 2014 Spring Foreeast, with defieits of 
2.1% of GDP in 2014 and 1.6% of GDP in 2015, 
respeetively. 

Further details on the assessment of the 2014 
Convergenee Programme for Lithuania, ineluding 


the assessment of the long-term budgetary impaet 
of ageing, ean be found in the Commission Staff 
Working Doeument, whieh aeeompanies the 
Commission Reeommendation for a Couneil 
Reeommendation on the 2014 National Reform 
Programme of Lithuania and delivering a Couneil 
Opinion on the 2014 Convergenee Programme of 
Lithuania. 

Lithuania has put in plaee a number of fiseal 
govemanee measures, whieh should support the 
longer-term eommitment to sound publie finanees. 
In Mareh 2012, Lithuania signed the Treaty on 
Stability, Coordination and Govemanee in EMU 
(TSCG) and the respeetive ratifieation law was 
approved by Parliament in September 2012. This 
implies an additional eommitment to eonduet 
stability-oriented and sustainable fiseal polieies. 
This development is important to ensure that 
Lithuania’ s medium-term budgetary framework, 
whieh speeifies revenues and expenditure of the 
national budget for three years, is eomplemented 
with binding targets and a elear eonneetion 
between the medium-term targets and the annual 
budgets. Currently, a draft legislative paekage 
ineluding a eonstitutional law on the sustainability 
of general government seetor finanees in 
aeeordanee with the Fiseal Compaet is being 
diseussed by Parliament. These laws should 
enforee multi-year fiseal diseipline in aeeordanee 
with the requirements of the Treaty on Stability, 
Coordination and Govemanee in the Eeonomie and 
Monetary Union. It is antieipated that the National 
Audit Offiee would be eharged with the funetions 
of an independent Fiseal Couneil and its legal 
independenee would be strengthened. 

The transposition of the TSCG into national law 
would furthermore support existing legislation, in 
partieular the Law on Fiseal Diseipline, adopted in 
2007 and applied sinee 2013. It is based on 
provisions of the Stability and Growth Paet, links 
an expenditure eeiling to revenues and sets as an 
objeetive a balaneed budget in the medium term as 
well as long-term sustainability. However, it laeks 
a binding medium-term expenditure framework. 

In addition, amendments of the National Budget 
law to Implement Couneil Direetive 2011/85/EU 
on requirements for budgetary frameworks of the 
Member States targeting a balaneed or surplus 
Position over the eyele are eoming into full foree 
for the 2014 budget planning and exeeution 
proeess. These amendments inerease the 
government' s aeeountability for the 
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implementation of the multiannual fiscal targets; 
however, the new law is not yet tested. 

Overall, existing legal commitments as well as 
legal acts currently under preparation to strengthen 
Lithuania's fiscal framework are important 
elements to ensure that the commitment to fiscal 
discipline will be sustained over time. In addition, 
the fiscal framework will also benefit from 
continuous efforts to strengthen governance 
mechanisms in EMU, which should ensure 
appropriate implementation by the Member State 
after euro adoption. 

Macroeconomic imbalances 

The assessment of convergence also draws on the 
surveillance of macroeconomic imbalances under 
the Macroeconomic Imbalance Procedure (MIP - 
see also Box 1.5), embedded in the broader 
"European Semester" approach to enhance the 
governance structures in EMU, and integrates the 
MIP results into the analysis. The Commission 
published its third Alert Mechanism Report (under 
the cycle for 2014) in November 2013. 

The related scoreboard update shows that 
Lithuania breaches the indicative threshold in two 
out of eleven indicators, one in the area of external 
imbalances (i.e. net international Investment 
Position) and one in the area of internal imbalances 
(i.e. unemployment). Both indicators are moving 
towards the indicative thresholds. Based on the 
conclusions of the last three reports, Lithuania was 
not subject to an in-depth review in the context of 
the MIP. 

The AMR from November 2013 notes that after 
accumulation of imbalances prior to the crisis in 
2009 Lithuania's external competiveness bas 
improved substantially. The process of internal 
adjustment included wage and employment cuts, 
fiscal consolidation, deleveraging in the private 
sector, and growth-enhancing structural reforms. 

Competitiveness, labour and product market 
functionmg 

Standard indicators of cost competitiveness, such 
as real effective exchange rates (REER) and 
relative unit labour costs, are now below the 
indicative thresholds set under the scoreboard for 
monitoring external imbalances under the MIP. 
From 2008 to mid-2012, the REER deflated by 
unit labour costs depreciated by about 20%, but it 


Started to appreciate slowly since then as wage 
growth picked up in 2013. The current level of the 
REER is considered sustainable, as the country bas 
steadily gained market shares over the past years. 
However, the REER estimates do not include 
Russia, which is one of the major trade partners of 
Lithuania. The latest projections suggest that the 
Lithuania's current account will remain slightly in 
deficit in 2014-2015 while the overall external 
balance (current and Capital accounts) will be 
slightly positive for the same period. 

The Lithuanian labour market demonstrated a high 
degree of flexibility during the crisis. Job seekers 
also showed high mobility within the EU as 
emigration increased substantially in the process of 
structural adjustment flowing to EU countries with 
high demand for additional labour. More recently, 
the robust post-crisis recovery and steady pace of 
Job Creation have not only reduced emigration but 
raised significantly the number of (re-)immigrants 
in Lithuania. 

Underpinned by a decentralised wage-setting 
System, considerable wage adjustment took place 
in Lithuania over 2009 and 2010 and wages moved 
broadly in line with productivity afterwards. In 
2014-2015, wages are projected by the 
Commission Services' 2014 Spring Forecast to 
remain consistent with productivity. Vacancy rates 
remain among the lowest in the EU, indicating that 
at the aggregate level labour supply is adequate. 
Nevertheless, regional differences and skills 
mismatches on specific labour market segments 
keep structural unemployment relatively high. The 
latest statistics show that youth unemployment, 
though still high, bas moved slightly below the EU 
average. Long-term unemployment declines in line 
with total unemployment rate, while still 
remaining a major challenge. All these structural 
deficiencies on the labour market amount to a 
significant loss in potential output and pose risks 
of excessive wage adjustments; they need to be 
properly addressed by active labour market 
policies and education reforms, as stipulated in the 
Commission and Council country-specific 
recommendations . 

Lithuania has achieved significant progress in 
liberalising its markets and integrating its trade of 
goods and Services within the Single Market. 
Much of the structural adjustment related to this 
process has been already completed. However, 
challenges still remain and are being addressed in 
the context of the country-specific 
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recommendations issued by the Commission and 
the Council. The recommendations emphasise the 
importance of enhancing energy efficiency and 
energy interconnections with other EU Member 
States and furthering a reform of state-owned 
enterprises. 

The process of further stmctural adjustment needs 
to be supported by flexible resource allocation and 
well-functioning markets. Moreover, some social 
policy indicators are still significantly below the 
euro area average, which poses additional risks to 
the full completion of the convergence process. 
However, on balance, the size of the economic 
restructuring and convergence progress in the past 
several years suggest that the country's 
institutional capacity and market maturity are 
already sufficient to address remaining challenges. 

On balance, there is sufficient ground for a 
positive assessment of Lithuania's competitiveness 
prospects going forward. The relative flexibility of 
the labour market and the advanced integration and 
liberalisation of product markets create favourable 
conditions for the economy, while remaining 
weaknesses should be addressed to further reduce 
the risk of imbalances. 

Financial stability 

The integration of the dorne stic financial sector 
into the EU financial System is substantial, mainly 
thanks to a high level of foreign ownership of the 
banking System. The relative size of Lithuania's 
financial System is small compared to the euro area 
average, not least due to the post-crisis private 
sector deleveraging process, which is just coming 
to an end. The foreign-owned segment of the 
financial sector proved resilient to the economic 
and financial crisis, benefitting from substantial 
Support from parent banks, while two domestic 
banks and several domestic credit unions were 
closed in an orderly fashion. Financial supervision 
has been tightened in line with international 
supervisory regulations; prudential indicators of 
the banking System are met with a significant 
margin. 

Looking ahead, it is essential to ensure that credit 
is used to finance sound and productive 
investments by enterprises, including SMEs. The 
prospects of a re-emerging lending boom are 
reduced as Lithuania's financial supervision has 
responded to the experience of the past crisis and 
tightened banking sector regulation, while closing 


overexposed domestic credit institutions (see 
section 5.6.3). Nevertheless, in view of the 
expected price level convergence, real interest 
rates may ceteris paribus be lower for Lithuania 
than for the euro area average, which needs to be 
counteracted both by a prudent macro stance and 
appropriate supervisory practices. An appropriate 
and timely use of macro-prudential policies will 
also be important in limiting any undesirable 
consequences related to excessive credit growth. 

The long-term outlook for financial stability in 
Lithuania is favourable, assuming that the prudent 
business model of the banks and the proactive 
attitude of the Supervisor are maintained. 
Furthermore, the assumption of responsibility for 
macro-prudential policy by the Bank of Lithuania 
should also be a supportive factor. The close 
Cooperation with the Swedish, Norwegian and 
Danish authorities on cross-border supervision and 
crisis management are expected to continue in the 
banking union with the ECB as the new Supervisor 
of Lithuania's largest banks after euro adoption by 
Lithuania. 

Conclusion 

Overall, a broad-based look at underlying factors 
suggests that sufficiently strong conditions are in 
place for Lithuania to be able to maintain a robust 
and sustainable convergence path in the medium 
term, thus supporting a positive assessment. 
However, significant challenges remain, and 
policy discipline will need to be maintained in a 
determined manner to fully exploit the benefits of 
participation in the euro area and minimise risks to 
the convergence path going forward. The on-going 
strengthening of governance mechanisms in EMU 
will be a supportive factor in this respect. 
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6.1. LEGAL COMPATI Bl LITY 

6.1.1. Introduction 

The main mies governing the National Bank of 
Hungary (Magyar Nemzeti Bank, hereafter: MNB) 
are laid down in Artiele 41 of the new Hungarian 
Fundamental Law (’*) and Act CXXXIX 2013 on 
the MNB (hereafter: MNB Aet). The MNB Aet 
has been subjeet to frequent ehanges ineluding 
some reeasts over reeent years. The eurrently 
applieable MNB Aet took effeet on 1 Oetober 
2013, providing for the MNB to beeome 
responsible for maero-pmdential poliey and, 
further to the dissolution of the Hungarian 
Finaneial Supervisory Authority, miero-pmdential 
Supervision of the Hungarian finaneial seetor. The 
MNB law was amended last on 13 February 2014 
(^^) with regard to eertain supervisory tasks of the 
MNB and related enforeement rights. 

6.1.2. Central Bank independence 

Frequent amendments to the Central Bank Aet of a 
Member State ean ereate instability in the Central 
Bank's operations. Therefore, a stähle framework 
that provides a solid basis for a Central Bank to 
funetion is essential for eentral bank independenee. 

Pursuant to Seetion 176 of the MNB Aet, the MNB 
has beeome the legal sueeessor of the liabilities of 
the former Hungarian Finaneial Supervisory 
Authority (HFSA), whieh eeased to exist on 1 
Oetober 2013. This legal sueeession also implies 
the transfer of all employees from the HFSA to the 
MNB pursuant to Seetion 183 of the MNB law. 
The prineiple of eentral bank independenee 
pursuant to Artiele 130 of the TFEU implies that 
the MNB must have suffieient finaneial resourees 
to perform its ESCB and ECB-related tasks, in 
addition to its national tasks. The tasks transferred 
from the HFSA to the MNB must not affeet its 
ability to earry out these tasks from an operational 
and finaneial point of view. 

Further to this prineiple, the MNB should be fully 
insulated from all finaneial obligations resulting 
from any HFSA aetivities. Contraetual 

The Fundamental Law eame into effeet on 1 January 2012 
has been amended five times sinee. 

Law XVI of 2014 published on 24 February 2014 


relationships in the period prior to 1 Oetober 2013 
ineluding, amongst others, all employment 
relations between any new MNB staff member and 
the former HFSA ean be eontinued only with the 
proviso that the eontinuation does not impinge on 
the MNB 's independenee and its power to fully 
earry out its duties under the Treaty. Against this 
baekground, Seetion 176 and 183 of the MNB Aet 
have to be aligned to the prineiple of eentral bank 
independenee as enshrined in Artiele 130 of the 
TFEU. 

Aeeording to Seetion 9 (7) of the MNB Aet, the 
Governor and the Deputy Governors shall take an 
oath before the President of the Republie upon 
taking offiee with the words required by Law 
XXVII of 2008 as amended on the oath and 
solemn promise of eertain publie offieials. The 
Law requires making an oath with words "I, 
....(name of the designated publie offieer), hereby 
make an oath to be faithful to my home eountry, 
Hungary and to its Fundamental Law, I will 
eomply with other laws, and make sure other 
eitizens eomply with it also, I will fulfil my duties 
arising from my position as a ... (name of the 
Position) in order to promote the development of 
the Hungarian nation [...]". The oath does not 
eontain a referenee to the Central Bank 
independenee enshrined in Artiele 130 TFEU. 
What is more, the Fundamental Law eontains only 
an indireet referenee to EU law. Sinee the 
Governor and the Deputy-Governors as members 
of the Monetary Couneil are involved in the 
performanee of ESCB related tasks, any oath 
should make a elear referenee to the Central Bank 
independenee under Artiele 130 of the TFEU. 
Therefore, the oath is an imperfeetion with the 
institutional independenee of the MNB and the 
wording of the oath should be adapted to be fully 
in line with Artiele 130 of the TFEU. 

6.1.3. Prohibition of monetary financing and 
privileged occess 

Pursuant to Seetion 36 of the MNB Aet and 
subjeet to the prohibition of monetary fmaneing set 
out under Seetion 146 of the MNB Aet, the MNB 
ean provide an emergeney loan to eredit 
institutions in the event of any eireumstanee 
arising in whieh the Operation of a eredit institution 
jeopardizes the stability of the finaneial System. In 
Order to eomply with the prohibition on monetary 
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financing of Article 123 of the TFEU, it should be 
clearly specified that the loan is granted against 
adequate collateral to ensure that the MNB would 
not suffer any loss in ease of debtor's default. 

Pursuant to Seetion 37, the MNB may grant loans 
to the National Deposit Insuranee Fund in 
emergeney eases, subjeet to prohibition of 
monetary finaneing under Seetion 146 of the Aet. 
Though the Aet adequately refleets eonditions for 
eentral bank finaneing provided to a deposit 
guarantee seheme a speeifie requirement should be 
ineluded to ensure that the loans granted to the 
National Deposit Insuranee Fund are provided 
against adequate eollateral to seeure the repayment 
of the loan. Therefore, Seetion 37 is ineompatible 
with the prohibition on monetary finaneing as laid 
down in Artiele 123 of the TFEU. 

Artiele 177(6) of the MNB Aet provides for state 
eompensation to the MNB of all expenses resulting 
from obligations whieh exeeed the assets the MNB 
has taken over from the HF SA. The law does not 
eontain any provisions on the proeedure and 
deadlines on how the state shall reimburse the 
MNB of the expenses. Therefore, the 
reimbursement under Artiele 177(6) of the MNB 
Aet is not aeeompanied by measures that would 
fully insulate the bank from all fmaneial 
obligations resulting from any aetivities and 
eontraetual relationships of the HF SA originating 
from prior to the transfer of tasks. In ease of a 
substantial time gap between the eosts arising to 
the MNB and the reimbursement by the state 
pursuant to Artiele 177(6) of the MNB Aet, the 
reimbursement would result in an ex-post 
finaneing seheme. Should the expenses ineurred at 
the MNB exeeed the value of assets taken over 
from the HF SA, sueh a seenario would eonstitute a 
breaeh of the prohibition of monetary finaneing 
laid down in Artiele 123 of the TFEU. In order to 
eomply with the prohibition of monetary 
finaneing, Seetions 176 and 183 of the MNB Aet 
should be amended in order to insulate the MNB 
by appropriated means from all fmaneial 
obligations resulting from the HFSA's prior 
aetivities or legal relationships and obligations 
ineluding those deriving from the automatie further 
employment of HFSA staff by the MNB. 


6.1 .4. Integration in the ESCB 

Objectives 

Artiele 3(2) of the MNB Aet determines that, 
without prejudiee to the primary objeetive of priee 
stability, the MNB shall uphold to maintain the 
stability of the finaneial intermediary System, to 
inerease its resilienee, to ensure its sustainable 
eontribution to eeonomie growth and Support the 
eeonomie poliey of the government. The objeetive 
laid down in Artiele 3(2) of the MNB Aet is 
redueed to supporting the eeonomie poliey in 
Hungary. The Artiele has to be aligned to the 
seeondary objeetive of the ESCB enshrined in 
Artiele 127 (1) of the TFEU and Artiele 2 the 
Statute of the ESCB in order to embraee the 
Support of the general eeonomie polieies in the 
entire EU rather than in Hungary only. 

Tasks 

The MNB Aet eontains a series of 
ineompatibilities with regard to the following 
ESCB/ECB tasks: 

• definition of monetary poliey and the monetary 
funetions, operations and instruments of the 
ESCB (Seetions 1 (2) 4, 16 - 20, 159 and 171 
of the MNB Aet); 

• eonduet of foreign exehange operations 
(Seetions 1(2), 4(3), (4) and (12), 9 and 159(2) 
of the MNB Aet) and the definition of foreign 
exehange poliey (Seetions 1(2), 4(4) and (12), 
22 and 147 of the MNB Aet); 

• eompetenees of the ECB and of the Couneil for 
banknotes and eoins (Artiele K of the 
Fundamental Law and Seetions 1(2), 4(2) and 
(12), 9, 23, 26 and 171(1) of the MNB Aet); 

There are also some imperfeetions in the MNB Aet 
regarding the: 

• non-reeognition of the role of the ECB in the 
funetioning of the payment Systems (Seetions 
1(2), 4(5) and (12), 9 and 159(2) of the MNB 
Aet); 

• non-reeognition of the role of the ECB and of 
the EU in the eolleetion of statisties (Seetion 
1(2), 30(1) and 171(1) of the MNB Aet); 
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• non-recognition of the role of the ECB in the 
field of international Cooperation (Sections 
6(1), 15 and 144 of the MNB Act)); 

• absence of an Obligation to comply with the 
Eurosystem' s regime for the financial reporting 
of NCB operations (Article 12(4)(b) and Law C 
of 2000/95 (IX.21.) in conjunction with 
Government Decree 221/2000 (XIL19.)); 

• non-recognition of the role of the ECB and the 
Council in the appointment of extemal auditors 
(Sections 6 (1) (c), 15 and 144 of the MNB 
Act). 

6.1.5. Assessment of compatibility 

As regards central bank independence of the MNB, 
the Prohibition on monetary financing and the 
integration of the MNB into the ESCB at the time 
of euro adoption, existing Hungarian legislation is 
not fully compatible with the Treaties and the 
Statute of the ESCB and the ECB pursuant to 
Article 131 ofthe TFEU. 


6.2. PRICE STABILITY 

6.2.1 . Respect of the reference volue 

The 12-month average Inflation rate, which is used 
for the convergence evaluation, has been above the 
reference value at the time of the last convergence 
assessment of Hungary in 2012. Average annual 
Inflation increased to 5.7% by December 2012 and 
has been decreasing ever since then. In April 2014, 
the reference value was 1.7%, calculated as the 
average of the 12-month average Inflation rates in 
Latvia, Portugal and Ireland plus 1.5 percentage 
points. 

Graph 6. / .Hungary - Inflation criterion since 2008 

(percent, 12-month moving average) 



Hungary o Reference value 

Note: The dots in December 201 4 show the projected 
reference value and 12-month average Inflation in the country. 
Sources; Eurostat, Commission Services' Spring 2014 Forecast. 


The average Inflation rate in Hungary during the 
12 months to April 2014 was 1.0%, i.e. below the 
reference value. It is projected to remain below the 
reference value in the months ahead. 

6.2.2. Recenf inflafion developmenfs 

Inflation has moved in a quite wide ränge in 
Hungary in recent years, mainly reflecting the 
evolution of energy and food prices, which 
together represent about 46% of the HICP basket. 
Administrative measures and taxation also 
contributed significantly to Inflation volatility. 
HICP inflation increased until September 2012, 
peaking above 6%, driven up by a bad harvest, a 
weaker exchange rate and several tax changes. 
Inflation feil sharply in January 2013, with the 
fading-out of the effect of earlier indirect tax hikes 
and the Start of a series of utility price reductions. 
The latter temporarily decreased inflation in 2013 
and early 2014, with administered price inflation 
running well below the headline level. A decline in 
market energy and food prices also supported 
disinflation in late 2013, as did weak domestic 
demand and historically low inflation expectations. 
On the other hand, excise duty increases and some 
other government measures (most notably the 
introduction of the financial transaction duty) had 
a substantial upward effect. Annual HICP inflation 
declined to 0.6% by end-2013 and stood at -0.2% 
in April 2014. 


Graph 6.2:Hungary - HICP inflation 



Hungary Euro area 

Source; Eurostat. 


Core inflation (measured as HICP inflation 
excluding energy and unprocessed food) only 
partly followed the evolution of HICP inflation. It 
recorded a large decline (1.3 pp.) in January 2013, 
when the effect of the 2012 VAT hike dropped out 
of the Index. Then it declined further to below 2% 
by early 2014. Processed food inflation, although 
trending down from its peak in 2012, remained 
elevated in the assessment period, mainly due to 
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Table 6. 1 : weights 


Hungary - Components of inflation 






(pereentage change)'^ 

in total 


2008 

2009 

2010 

2011 

2012 

2013 

Apr-14 

2014 

HICP 

6.0 

4.0 

4.7 

3.9 

5.7 

1.7 

1.0 

1000 

Non-energy industrial goods 

1.3 

3.5 

1.9 

1.3 

2.6 

0.3 

-0.1 

213 

Energy 

12.1 

2.1 

11.8 

9.3 

8.6 

-6.1 

-6.9 

170 

Unprocessed food 

4.5 

6.3 

5.9 

2.8 

6.2 

6.9 

3.3 

75 

Processed food 

10.9 

4.4 

4.0 

6.1 

9.0 

4.8 

3.9 

213 

Services 

5.1 

4.5 

3.9 

2.1 

4.1 

3.6 

3.4 

329 

HICP excl. energy and unproc. food 

5.1 

4.1 

3.3 

3.0 

5.0 

3.0 

2.5 

755 

HICP at constant taxes 

5.9 

2.2 

2.5 

3.7 

3.5 

1.2 

0.7 

1000 

Administered prices HICP 

10.2 

7.2 

6.7 

4.8 

5.1 

-4.8 

-6.0 

172 


1 ) Measured by the arithmetic average of the latest 1 2 monthly indices relative to the arithmetic average of the 1 2 monthly indices 
in the previous period. 

Sources: Eurostat, Commission Services. 


the policy measures affecting tobacco prices. The 
least volatile eomponents of eore inflation 
(industrial goods priees and serviees) eontributed 
to disinflation. Industrial goods inflation turned 
negative in August 2013 and remained so until the 
end of the assessment period, despite the 
weakening exehange rate. Serviees inflation was 
depressed by the slaek in the labour market, while 
it was lifted by finaneial serviees priees, following 
the introduetion (and inerease) of the finaneial 
transaetion duty in 2013. The annual produeer 
priee inflation deereased from around 7% in the 
first half of 2012 to elose to -2% in early 2014, due 
to falling energy priees as well as eontained 
dorne stie demand. 

6.2.3. Underlying factors and sustainability of 
inflation 

Macroeconomic policy mix and cyclical 
stance 

After a short-lived reeovery in 2010 and 2011, the 
Hungarian eeonomy feil into reeession again as 
GDP eontraeted by 1.7% in 2012, partly on 
aeeount of a severe drought. Eeonomie aetivity 
reeovered in 2013 with GDP growth at 1.1%, 
mainly driven by an improved performanee of the 
agrieulture and eonstruetion seetors, while industry 
also eontributed positively to eeonomie growth. 
Investment turned positive, mainly as a result of 
publie Investment, but gross fixed eapital 
formation of the eorporate seetor also started to 
aeeelerate on the baek of a speeding-up in the 
absorption of EU funds and the eentral bank's 
extended Funding for Growth Seheme (FGS, 
providing subsidized lending to SMEs). A sharp 
deeline in inflation eontributed to inereasing 
households' real disposable ineome, but the still 


high unemployment and ongoing deleveraging 
eontinued to drag on eonsumer spending. As a 
result, the output gap remained wider than -3% of 
potential GDP in both 2012 and 2013. Based on 
the Commission serviees' 2014 Spring Foreeast, 
real GDP growth is expeeted to reaeh 2.3% in 
2014 and 2.1% in 2015, driven by a further piek- 
up in domestie demand, while the eontribution of 
net exports is projeeted to be neutral. Although 
gradually elosing, the output gap is expeeted to 
remain negative throughout the foreeast horizon. 

The fiseal poliey stanee, as measured by ehanges 
in the struetural balanee, was substantially 
tightened in 2012 (by over 3 pereentage points of 
GDP), mostly on aeeount of revenue measures 
(refleeting around 2/3 of the improvement). While 
it remained broadly neutral in 2013, it is projeeted 
by the Commission serviees' 2014 Spring Foreeast 
to be loosening gradually over the foreeast horizon 
by 1.5 pereentage points, due to inereasing 
expenditures. 

Monetary poliey, eondueted within an inflation 
targeting framework (^^), has been loosened 
signifieantly sinee 2012, in view of weak 
underlying inflation pressures and a negative 
output gap. Starting from a relatively tight level in 
August 2012, the base rate was redueed in 21 
eonseeutive steps by 4.5 pereentage points tili 
April 2014 to 2.5%. The MNB redueed the paee of 
the euts from 25 to 20 bps in mid-2013 and later to 
15 and then to 10 bps. In addition to rate euts, the 
MNB further loosened the monetary poliey stanee 
through the FGS, whieh was introdueed as a new 


Following a decision in August 2005, the MNB pursues a 
continuous medium-term inflation target of 3% for the 
period starting in 2007 with a permissible ex post 
fluctuation band of +/- 1 pereentage point. 
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Table 6.2: 

Hungary - Other inflation and cost indicators (annual percentage change) 



2008 

2009 

2010 

2011 

2012 

2013" 

2014"' 

2015^ 

HICP inflation 









Hungary 

6.0 

4.0 

4.7 

3.9 

5.7 

1.7 

1.0 

2.8 

Euro area 

3.3 

0.3 

1.6 

2.7 

2.5 

1.3 

0.8 

1.2 

Private consumption deflator 








Hungary 

5.3 

3.9 

3.9 

4.2 

6.1 

1.7 

1.0 

2.8 

Euro area 

2.7 

-0.4 

1.6 

2.4 

2.1 

1.3 

0.9 

1.3 

Nominal compensation per employee 








Hungary 

7.2 

-1.7 

-0.5 

3.6 

0.8 

4.7 

3.6 

3.4 

Euro area 

3.5 

1.8 

2.0 

2.2 

2.0 

1.7 

1.6 

1.9 

Labour produetivity 

Hungary 

2.7 

-4.4 

0.2 

1.3 

-1.7 

0.7 

1.6 

1.5 

Euro area 

-0.3 

-2.4 

2.6 

1.4 

0.2 

0.5 

0.9 

1.0 

Nominal unit labour costs 









Hungary 

4.4 

2.8 

-0.7 

2.3 

2.5 

4.0 

1.9 

1.9 

Euro area 

3.8 

4.3 

-0.6 

0.7 

1.8 

1.1 

0.7 

0.8 

Imports of goods deflator 

Hungary 

1.7 

1.1 

1.9 

5.1 

4.2 

-0.6 

1.9 

0.3 

Euro area 

4.2 

-8.1 

5.7 

6.6 

2.3 

-1.9 

-1.0 

0.8 


1) 2013 dato (except HICP inflation) are estimotes. 

2) Commission Services' Spring 2014 Forecost. 

Source: Eurostat, Commission Services. 


instmment, primarily to foster lending to 
SMEs C"^). Nevertheless, general eredit eonditions 
remained tight toward both eorporates and 
households in the last two years, refleeting 
negative net lending flows and eontributing to 
disinflationary effeets. The first alloeation of the 
FGS seheme temporarily relieved tight eredit 
supply eonstraints toward SMEs in Q3 2013, but 
net lending to eorporates was again negative in the 
following two quarters. 

Wages and labour costs 

The Hungarian labour market is relatively flexible, 
with deeentralized wage setting and a low 
eoverage of eolleetive agreements. The labour 
market reaeted rather swiftly to the sharp 
eeonomie downturn in 2008, with eompensation 
per employee deelining over 2009 and 2010 
refleeting wage euts in the publie seetor as well as 
substantial wage moderation in the private seetor. 
The unemployment rate reaehed 10.9% in 2011-12 
before deereasing to 10.2% in 2013. 

Compensation per employee started to inerease in 
2011 and a further piek-up in wages eontributed to 
a ULC inerease of around 4% in 2013, after 


For more on the FGS, see e.g. the 4* PPS Review Note: 
http ://ee . europa. eu/ eeonomy_finanee/ as sistanee_eu_ms/ 
doeuments/hu_efe_note_4th_pps_mission_en.pdf 


Hungary experieneed ULC growth of around 2.5% 
in 2011-2012. Labour produetivity growth 
remained rather subdued at below 1% in 2013. 
ULC growth is foreeast to deeelerate to around 2% 
in 2014 and 2015. This pattem primarily refleets 
the projeeted paee of nominal wage growth of 
around 3.5%, while produetivity growth is 
expeeted to piek-up slightly to around 1.5% in 
2014 and 2015. 

Graph 6.3.Hungary - Inflation, produetivity and wage trends 



Produetivity (real GDP per person employed) 

— — — — - Nominai compensation per employee 
Nominal unit labour costs 
HICP inflation 

Source: Eurostat, Commission Services' Spring 2014 Forecost. 


External factors 

Given the high degree of openness of the 
Hungarian eeonomy, developments in import 
priees play an important role in domestie priee 
formation. The impaet of lower energy and 
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agricultural commodity prices on headline 
inflation is accentuated by their relatively high 
weight in the HICP basket. Growth of Import 
prices (measured by the Imports of goods deflator), 
had an inflationary impact in 2012, while the 
disinflationary impact started to dominate in 2013. 

Import price dynamics have been significantly 
influenced by exchange rate fluctuations. After 
having depreciated by around 4.5% on average in 
2012 relative to 2011, the forinfs nominal 
effective exchange rate (measured against a group 
of 36 trading partners) weakened further around 
1% in 2013. Looking ahead, the growth of Import 
prices is expected to remain supportive of a low- 
inflation environment in Hungary, pending no 
further weakening of the exchange rate. 

Administered prices and taxes 

The share of administered prices in the HICP 
basket is relatively high in Hungary at around 
17%, compared to the euro area average (13%). 
From 2004 to 2011, the growth rate of 
administered prices was significantly higher than 
headline inflation, reaching on average almost 
10%. After an increase of 5.1% in 2012, 
administered prices declined by 4.8% in 2013, 
chiefly on account of three waves of cuts in 
regulated energy and other utility prices introduced 
as of January, July and November. These measures 
had an overall effect on the inflation rate of over -1 
pp. for 2013 and entail - as a full-year effect - an 
additional reduction in the inflation rate of around 
1 pp. for 2014. A further round of utility price cuts 
is due to be introduced as of April, September and 
October 2014, which could decrease the annual 
HICP by an additional 0.2 pp. in 2014 and 2015. 
Overall, administered prices lowered headline 
inflation by about 0.1 pp. in 2012 and 1.3 
percentage points in 2013. 

Changes in taxation related to fiscal adjustment 
measures have also had a substantial impact on 
inflation. In January 2012, the general VAT rate 
was increased from 25% to 27%, which together 
with several rounds of excise duty hikes increased 
annual HICP inflation by 2.2 pp., as measured by 


According to the Eurostat definition, administered priees in 
Hungary inter alia include water supply, refiise and 
sewerage eolleetion, electrieity, gas, heat energy, 
pharmaceutical products and certain categories of 
passenger transport. For details, see 
http://epp.eurostat.ec.europa.eu/portaEpage/portal/hicp/doc 
uments_meth/HICP-AP/HICP_AP_classification_20 1 1_ 
2014_02.pdf 


the constant-tax index (HICP-CT). The 
contribution of indirect tax changes to HICP 
inflation dropped to 0.5 pp. in 2013 and it mostly 
reflected excise duty hikes on alcohol, tobacco and 
liquid Petroleum gas. Tobacco products 
contributed overall by about 0.7 pp. to headline 
inflation in 2013, as they were also affected by an 
increase in the guaranteed profit margin of 
retailers. Although not accounted as an indirect tax 
measure in HICP, the introduction of the financial 
transaction duty on banking transactions triggered 
a significant rise in financial Services prices, which 
contributed to inflation by around 0.5 pp. in 2013. 

Medium -term prospects 

The historically low inflation figures over the past 
year have been driven to a large extent by the 
influence of one-off or volatile factors (regulated 
utility price cuts and declining agricultural and 
market energy prices). Core inflation stood at a 
moderate level, below 2% in early 2014, reflecting 
the effect of a still negative output gap. The latter 
is expected to close gradually, but to remain 
negative throughout the forecast horizon. 
Therefore once the effects of one-off factors fade 
away, inflation is expected to converge towards the 
central bank's 3% target. Accordingly, the 
Commission Services' 2014 Spring Forecast 
projects HICP inflation to average 1.0% in 2014 
and 2.8% in 2015. 

Risks to the inflation outlook appear to be broadly 
balanced. Upside risks to the projection relate 
mainly to a stronger-than-expected recovery and a 
possible weakening of the exchange rate. At the 
same time, if the global inflation environment 
weakens further and the potential downside risks 
related to deleveraging materialise, this could 
rapidly translate into lower inflation. 

The level of consumer prices in Hungary stood at 
about 59% of the euro area average in 2012. As in 
other new Member States, the remaining gap vis-ä- 
vis the euro area is larger for Services than goods. 
This suggests that there is scope for further price 
level convergence in the long term, as income 
levels (around 62% of the euro area average in 
PPS in 2012) rise towards the euro area average. 

Medium-term inflation prospects will depend 
strongly on wage and productivity developments, 
notably on efforts to avoid excessive wage 
increases in the non-tradable sector and on the 
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Table 6.3: 


Hungary - Budgetary developments and projections (as % of GDP unless indicated otherwise) 


Outturn and torecast ' 

2008 

2009 

2010 

2011 

2012 

2013 

2014 

2015 

General govemment balanee 

-3.7 

-4.6 

-4.3 

4.3 

-2.1 

-2.2 

-2.9 

-2.8 

- Total revenues 

45.5 

46.9 

45.6 

54.3 

46.6 

47.6 

47.3 

46.5 

- Total expenditure 

49.3 

51.5 

49.9 

50.0 

48.6 

49.8 

50.2 

49.3 

of whieh: 









- Interest expenditure 

4.2 

4.7 

4.1 

4.1 

4.3 

4.2 

3.8 

3.8 

p.m.: Tax bürden 

40.4 

40.2 

38.2 

37.4 

39.3 

39.4 

39.2 

38.6 

Primary balanee 

0.5 

0.1 

-0.2 

8.5 

2.2 

2.1 

0.9 

1.0 

Cyelieally-adjusted balanee 

-4.9 

-2.4 

-2.5 

5.5 

-0.1 

-0.6 

-1.9 

-2.3 

One-off and temporary measures 

-0.4 

-0.1 

0.7 

9.5 

0.7 

0.2 

0.3 

0.0 

Stmetural balanee 

-4.5 

-2.3 

-3.2 

-4.0 

-0.8 

-0.8 

-2.2 

-2.3 

Govemment gross debt 

73.0 

79.8 

82.2 

82.1 

79.8 

79.2 

80.3 

79.5 

p.m: Real GDP growth (%) 

0.9 

-6.8 

1.1 

1.6 

-1.7 

1.1 

2.3 

2.1 

p.m: Output gap 

2.5 

-4.9 

-3.9 

-2.5 

-4.2 

-3.4 

-2.1 

-1.0 


Convergence Programme 2014 2015 2016 2017 


General govemment balanee 

-2.9 

-2.8 

-2.5 

-1.9 

Stmetural balanee 

-2.2 

-2.2 

-2.3 

-2.4 

Govemment gross debt 

79.1 

78.9 

77.5 

74.7 

p.m. Real GDP (% ehange) 

2.3 

2.5 

2.1 

3.1 


1) Commission Services’ Spring 2014 Forecast. 

2) Cyclically-adjusted balance excluding one-off and other temporär/ measures. 

3) Commission Services’ calculations on the basis of the information in the Programme. One-off and other temporär/ measures 


taken from the Programme (0.4% of GDP in 2014, deficit-reducing; zero afterwards). 
Sources: Commission Services, the 2014 Convergence Programme of Hungary. 


success with anchoring inflation expectations at 
the central bank's 3% target. 


6.3. PUBLIC FINANCES 

6.3.1 . Recent fiscal developments 

On 21 June 2013, the Council decided to abrogate 
the decision on the existence of an excessive 
deficit according to Article 126 (12) TFEU, 
thereby closing the excessive deficit procedure for 
Hungary (^^). The consequences of the financial 
crisis hit also public finances, leading to a budget 
deficit of 4.6% of GDP in 2009, albeit a number of 
important structural steps (e.g. pension reform) in 
the framework of the EU/IMF financial assistance 
Programme limited the deterioration. Despite a 
lacklustre recovery in 2010-2011, and a renewed 
recession in the following year with a GDP decline 
of 1.7%, the headline general govemment deficit 
was brought down to 2% of GDP in 2012, on the 
back of an over 3 pp. structural improvement. This 
was achieved against the backdrop of numerous 
consolidation measures skewed toward the revenue 


An OverView of all excessive deficit procedures can be 
found at: http://ec.europa.eu/economy_finance/economic_ 
govemance/ sgp/ deficit/index_en.htm 


side, which was also reflected in the increase in the 
tax bürden by close to 2 pp. from the previous year 
(see Table 6.3). 

The 2012 budget targeted a deficit of 2.5% of GDP 
on the basis of a 0.5% growth assumption. 
However, the constantly deteriorating 

macroeconomic outlook throughout 2012 implied 
important revenue shortfalls, while some 
expenditure overruns also occurred, altogether 
amounting to P/4% of GDP. These adverse impacts 
were more than offset by the following deficit- 
reducing measures and developments: (i) the full 
cancellation of the budgeted extraordinary reserves 
of 1.1% of GDP (^^), (ii) a better-than-expected 
local govemment sector's balance by 0.7% of GDP 
in the context of the reallocation of responsibilities 
from local to the central govemment levels, (iii) 
within-the-year corrective measures of 0.3% of 
GDP enacted by the govemment, and (iv) higher- 
than-budgeted one-off revenues of 0.2% of GDP 
related to the further transfer of assets from the 


The extraordinary reserves were in-built security buffers 
with a specific regulation governing their potential release: 
these could not be spent before September 30, 2012 and the 
govemment could have decided on the use only if in the 
Autumn 2012 fiscal notification the expected EDP deficit 
for 2012 would not exceed 2.5% of GDP. 


107 


Drucksache 18/1730 


- 128- 


Deutscher Bundestag - 18. Wahlperiode 


European Commission 
Convergence Report 2014 


private to the public pension pillar. The 
expenditure-to-GDP ratio temporarily feil from 
50% in 201 1 to 48.6% in 2012, before returning to 
around 50% in 2013, partly explained by changes 
in absorption of EU funds. 

The April 2013 Convergence Programme 
contained a deficit target of 2.7% of GDP for 
2013. Last year's outturn was 2.2% of GDP, which 
implies a Stabilisation in the structural balance. 
Compared to the budgeted figures, revenues turned 
out to be Overall lower by about 0.5% of GDP, 
even after including the impact of the June 2013 
tax-increasing measures of 0.4% of GDP, such as 
higher financial transaction duties and sectoral 
taxes on the energy and telecommunication 
Companies, and after substantially higher-than- 
expected social security contributions. The lower 
tax revenues partly stem from lower-than-expected 
Inflation, but are also linked to the overestimation 
of the budgetary impact of selected tax measures 
(e.g. the introduction of the financial transaction 
duty). In net terms, expenditure slippages 
amounted to 0.35% of GDP, which, inter alia, 
reflected the brought-forward introduction of a 
new compensation scheme in the education sector 
and other extra wage-related payments as well as 
higher-than-budgeted outlays on goods and 
Services. In total, the above-mentioned revenue 
shortfalls and expenditure overruns amounting 
altogether to 0.85% of GDP were more than offset 
by the cancellation of the extraordinary budgetary 
reserve buffer of 1.3% of GDP. 

Gross general government debt decreased from 
82.1% of GDP in 2011 to 79.8% in 2012, primarily 
reflecting the sizeable multi-year fiscal corrective 
package, but an important appreciation of the 
formt by some 7% compared to its end-2011 level 
also contributed to the debt reduction. The debt-to- 
GDP ratio further declined by around half percent 
of GDP in 2013, mainly on account of the end-year 
reduction in the state cash deposits as well as the 
accelerated utilisation of the transferred pension 
assets for refinancing debt obligations. 

6.3.2. Medium-term prospects 

The 2014 budget was adopted by Parliament on 17 
December 2013. It targets a deficit of 2.9% of 
GDP, i.e. a slight upward revision compared to the 
2.7% of GDP target laid down in the 2013 
Convergence Programme. On the revenue side, the 
budget contains notably the extension of the family 
tax allowances (0.15% of GDP) as well as the flill- 


year impact of the distance-based road-toll (0.2% 
of GDP) introduced from mid-2013. On the 
expenditure side, it incorporates in particular the 
planned further increase of wages in the public 
education sector. These elements are projected to 
be partly offset by a nominal freeze of public 
wages in most areas of the public sector, the 
enhancement of tax administration and the effect 
of economic recovery. In addition, the 
implementation of specific investment projects of 
0.4% of GDP is legislated to be conditional on the 
realisation of one-off revenues from the sale of 
telecommunication licences. Finally, in order to 
counterbalance potential unforeseen adverse 
developments, an extraordinary budgetary reserve 
of over 0.3% of GDP was established (on top of 
the Standard general reserve of close to 0.4% of 
GDP). 

The Commission Services' 2014 Spring Forecast 
projects the current year's deficit to reach 2.9% of 
GDP, i.e. identical with the official target. The 
better-than-expected budgetary outturn in 2013 has 
only a limited base effect. Compared to the 
budgeted figures, tax revenues are projected to be 
lower by around 0.3% of GDP due to a lower-than- 
expected Inflation as well as a more cautious 
assessment of measures aiming to enhance tax 
administration. The forecast is based on the 
assumption that the extraordinary reserve buffer 
(0.3% of GDP) will not be spent. The debt-to- 
GDP ratio is forecast to increase again to over 80% 
in 2014, mainly due to the revaluation of the FX 
component, reflecting the recent HUF 
depreciation. 

The 2014 Convergence Programme was submitted 
on 30 April. It aims at a nominal deficit trajectory 
below the Treaty reference value, which would 
bring down the deficit to 1.9% of GDP by the end 
of the Programme period. It represents an upward 
shift in the deficit path compared to the 2013 
Convergence Programme, e.g. for 2016, the deficit 
target is currently set at 2.5% of GDP opposed to 
the target of 1.3% of GDP in last year’s 
Convergence Programme. This revision is mainly 
linked to the projected change in the official 
medium-term macroeconomic scenario, in 
particular to the reduced nominal GDP growth 
path. For 2015, the Commission Services' 2014 
Spring Forecast projects the achievement of the 
deficit target of 2.8% of GDP. However, while the 
authorities' forecast presented in the 2014 
Convergence Programme calculates with a still 
remaining extraordinary reserve of around 0.3% of 
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GDP, the Commission Services assumes that no 
reserve buffer will be left (similarly to 2014). The 
Programme envisages a gradual, but continuous 
decrease in the government debt-to GDP ratio, 
from 79.2% in 2013 to 74.7% in 2017. 

Further details on the assessment of the 2014 
Convergence Programme for Hungary can be 
found in the Commission Staff Working 
Document, which accompanies the Commission 
Recommendation for a Council Recommendation 
on the 2014 National Reform Programme of 
Hungary and delivering a Council Opinion on the 
2014 Convergence Programme of Hungary. 

In March 2012, Hungary signed the Treaty on 
Stability, Coordination and Governance in the 
EMU. This implies an additional commitment to 
conduct a stability-oriented and sustainable fiscal 
policy. The TSCG will apply to Hungary in its 
entirety upon lifting its derogation from 
participation in the single currency. 


6.4. EXCHANGE RATE STABILITY 

The Hungarian forint does not participate in ERM 
II. Between mid-2001 and early 2008, the MNB 
Operated a mixed framework that combined an 
inflation target with a unilateral peg of the forint to 
the euro, with a fluctuation band of +/-15%. The 
central parity was devalued once in June 2003, 
from 276.1 to 282.4 HUF/EUR. On 26 February 
2008, the exchange rate bands were abolished and 
a free-floating exchange rate regime was adopted 
that however allows for foreign exchange 
interventions by the Central Bank. The move 
aimed at helping the MNB to better control 
inflation by removing possible conflicts between 
maintaining the exchange rate band and the 
inflation target, thereby more firmly anchoring 
inflation expectations. 

The forint exchange rate against the euro has been 
volatile in recent years. The forint depreciated after 
the parliamentary elections in spring 2010, but it 
gradually recovered to the previous level by April 
2011. It then weakened some 15% to the euro in 
the second half of 201 1, in the context of the euro 
area sovereign debt crisis and the controversial 
early-FX-mortgage loan repayment scheme. From 
early 2012 to August 2012 the forint appreciated 
against the euro, amid a pick-up in global risk 
appetite and expectations about a potential new 
international financial assistance package to 


Hungary. The forint was broadly stable against the 
euro in the second half of 2012, but feil to 303 
HUF/EUR in March 2013, with uncertainties 
around the Cyprus macroeconomic assistance 
Programme and speculations about monetary 
policy under the new MNB management. 
Supported by increased investor interest in EU 
financial assets and improvements in the 
macroeconomic Situation, the forint strengthened 
to around 293 HUF/EUR in May and has remained 
relatively stable in the ränge of 290-300 HUF/EUR 
for the rest of 2013, except for some days ahead of 
the Fed's September meeting and in late 
December. The forint has remained at levels over 
300 HUF/EUR in the first months of 2014, with 
temporary pressures linked mainly to emerging 
market developments triggered by expectations of 
a gradual normalisation of US monetary policy, the 
continuation of the domestic monetary easing 
cycle, as well as the political crisis in Ukraine. 
Düring the two years before this assessment, the 
forint depreciated against the euro by about 4%. 

Graph ö.4:Exchange rates - HUF/EUR 

(monthly averages) 



Source: ECB. 

International reserves peaked close to EUR 39bn 
in late 2011 and since early 2012 have hovered 
broadly around EUR 35bn, at a level two times 
higher than that of the 2006-2008 pre-crisis period. 
Fluctuations were mainly due to major sovereign 
debt management steps and to the uneven payment 
of EU funds. In particular, after the early 
repayment of the IMF liabilities from the 2008- 
2010 Programme (Hungary repaid around EUR 
5bn to the IMF in 2013), international reserves feil 
to around EUR 31bn in August and September 
2013. However, reserves were replenished to EUR 
34.7bn by end-November by large EU-funds 
transfers and a USD-denominated bond issue by 
the government. At the end of 2013, international 
reserves corresponded to about 35% of the full 
year 2013 GDP. 
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Short-term interest rate differentials vis-ä-vis the 
euro area increased from October 2011 to summer 
2012, reaching around 680 basis points in August 
2012, as domestic monetary poliey was tightened 
in the eontext of deteriorating finaneial market 
Sentiment, while poliey rates were redueed in the 
euro area. In August 2012, the MNB started a rate- 
eutting eyele whieh initially lowered the poliey 
rate by 25 basis points per month. The paee of 
monthly reduetions was sealed baek to 20 bps in 
August 2013, to 15 bps in January 2014 and to 10 
bps in Mareh, redueing the key poliey rate overall 
from 7% to 2.5%. As Hungarian interbank market 
rates elosely followed the path of the poliey rate, 
the short-term interest rate differential to the euro 
area refleeted the ehanges in the base rate. At the 
eut-off date of this report, the 3 -month spread vis- 
ä-vis the euro area reaehed around 230 basis 
points. 


Graph 6.5.Hungaty - 3-M Bubor spread to 3-M Euribor 

(basis points, monthly values) 



Source: National Bank of Hungary. 


6.5. LONG-TERM INTEREST RATES 

For Hungary, the development of long-term 
interest rates is assessed on the basis of seeondary 
market yields on a single benehmark bond with a 
residual maturity elose to but below 10 years. 

The Hungarian 12-month moving average long- 
term interest rate relevant for the assessment of the 
Treaty eriterion has been above the referenee value 
at the time of the 2012 eonvergenee assessment. It 
was rising in 2012 tili July, when it reaehed 8.4%, 
and has been falling sinee then until the eut-off 
date. In April 2014, the latest month for whieh data 
are available, the referenee value, given by the 
average of long-term interest rates in Latvia, 
Portugal and Ireland plus 2 pereentage points, 
stood at 6.2%. In that month, the twelve-month 
moving average of the yield on the Hungarian 


benehmark bond stood at 5.8%, 0.4 pereentage 
points below the referenee value. 


Graph ö.ö.Hungary - Long-term interest rate eriterion 



Hungary o Reference value 

Saurce: Cammissian Services. 


The monthly long-term interest rate of Hungary 
has been on a deelining trend sinee early 2012, 
when it peaked at around 9.5%. With improving 
finaneial market eonfidenee and a global seareh for 
yields, the long-term rate feil to around 5% by 
May 2013. Afterwards, with ehanging expeetations 
about the fortheoming sealing baek of the 
quantitative easing by the Fed, long-term yields 
temporarily rose during the summer of 20 1 3 and in 
early 2014, but have fluetuated generally around 
their April 2013 level. Long-term spreads vis-ä-vis 
the German benehmark bond stood at some 410 
basis points in April 2014 (^^). 


Graph 6.7.Hungary - Long-term interest rates 



^^^Hungary Germany 

Saurce: Eurcstat. 

6.6. ADDITIONAL FACTORS 

The Treaty (Artiele 140 TFEU) ealls for an 
examination of other faetors relevant to eeonomie 
Integration and eonvergenee to be taken into 
aeeount in the assessment. The assessment of the 


The referenee to the German benehmark bond is included 
for illustrative purposes, as a proxy of the euro area long- 
term AAA yield. 
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Table 6.4: 

Hungary - Balance of payments (percentage of GDP) 



2008 

2009 

2010 

2011 

2012 

2013 

Current account 

-7.3 

-0.2 

0.2 

0.4 

0.8 

3.0 

of which: Balance of trade in goods 

-1.1 

2.6 

2.5 

3.2 

3.6 

4.4 

Balance of trade in Services 

1.4 

2.2 

3.0 

3.2 

3.5 

3.6 

Income balance 

-7.1 

-5.4 

-5.7 

-6.5 

-6.6 

-6.1 

Balance of current transfers 

-0.5 

0.4 

0.4 

0.6 

0.4 

1.1 

Capital account 

1.0 

1.2 

1.8 

2.3 

2.7 

3.5 

Extemal balance 

-6.4 

1.0 

2.0 

2.7 

3.5 

6.5 

Financial account 

8.5 

-0.6 

-1.3 

-0.8 

-5.0 

-7.4 

of which: Net EDI 

2.6 

0.1 

0.8 

1.1 

2.2 

0.6 

Net portfolio inflows 

-2.4 

-4.1 

-0.2 

6.6 

1.9 

3.2 

Net other inflows 

15.7 

9.5 

1.2 

-4.5 

-12.6 

-10.0 

Of which International financial assistance 

6.6 

8.0 

0.0 

-2.0 

-4.0 

-5.2 

Change in reserves (+ is a decrease) 

-7.3 

-6.1 

-3.1 

-4.0 

3.4 

-1.2 

Financial account without reserves 

15.9 

5.5 

1.9 

3.2 

-8.5 

-6.3 

Errors and omissions 

-2.2 

-0.4 

-0.7 

-1.9 

1.5 

1.0 

Gross Capital formation 

23.5 

18.0 

19.3 

19.2 

17.5 

17.6 

Gross saving 

16.6 

17.9 

19.6 

19.8 

18.6 

20.7 

Extemal debt 

117.0 

150.0 

143.7 

134.7 

128.7 

118.7 

International investment position 

-106.0 

-117.2 

-113.3 

-107.4 

-103.2 

-93.0 


1 ) The combined current and Capital account. 

2) Including financial derivatives. 

Sources: Eurostat, Comnnission Services, Magyar Nemzeti Bank. 


additional factors - including balance of payments 
developments, product and financial market 
Integration - gives an important indication of a 
Member State' s ability to integrate into the euro 
area without difficulties. 

In November 2013, the Commission published its 
third Alert Mechanism Report (AMR 2014) 
under the Macroeconomic Imbalance Procedure 
(MIP - see also Box 1.5). The AMR 2014 
scoreboard showed that Hungary exceeded the 
indicative threshold in four out of eleven 
indicators, two in the area of extemal imbalances 
(i.e. the net international Investment position and 
export market shares) and two in the area of 
internal imbalances (i.e. the public sector debt and 
unemployment rate). In line with the conclusion of 
the AMR 2014, Hungary was subject to an in- 
depth review, which found that Hungary continues 
to experience macroeconomic imbalances, which 
require monitoring and decisive policy action. 

6.6.1. Developments of the balance of 
payments 

The extemal balance of Hungary (i.e. the 
combined current and Capital account), turned into 
a surplus in 2009, which has gradually increased 


each year since then, reaching 6.5% of GDP in 
2013. Since 2011, the improvement has reflected 
higher goods and, to a lesser extent, Services trade 
surpluses. The balance of current transfers has also 
improved, while the deficit of the income balance 
decreased in 2013 for the first time since 2009. 
The growing surplus of the Capital account reflects 
higher absorption of EU funds. 

Hungary's savings-investment surplus increased in 
2012 and 2013. The savings rate in the economy 
declined from 2011 to 2012 as the county 
experienced a recession. Both the household and 
the enterprise sector's savings rate were lower than 
in previous years while the government sector's 
corresponding indicator stagnated. However, the 
decline in the investment rate exceeded that of 
savings, resulting in an improved net lending 
Position. In 2013 the household savings rate 
increased while it declined further in the corporate 
sector. Overall investment as a share of GDP has 
declined between 2010 and 2012, but remained 
stable in 2013, reflecting positive real growth in 
gross fixed Capital formation for the first time 
since 2008. 


C^) http ://ec.europa.eu/europe2020/pdl720 1 4/amr20 1 4_en.pdf 
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Graph 6.8:Hungary - Saving and investment 

2Q (in percent of GDP at market prices) 

Illllll 

2008 2009 2010 2011 2012 2013 

■ Gross national saving Gross Capital formation at current prices; total economy 

Source: Eurostat, Commission Services. 

Despite some volatility, price and cost 
competitiveness indicators of Hungary have been 
broadly stable in the last years. The nominal 
depreciation of the forint in the seeond half of 
2011 was refleeted in the real-effeetive exehange 
rates deflated by HICP or ULC, whieh were 
eorreeted in early 2012 and have remained broadly 
stable sinee then. Hungary' s export performanee 
improved over reeent years, in partieular in 2013. 


Graph ö.9:Hungary - Effective exehange rates 



Source: Commission Services. 

Mirroring a eontinuous extemal surplus, the 
finaneial aeeount has been in defieit sinee 2009. 
Net FDI inflows were 2.2% of GDP in 2012 
(mostly due to the automobile seetor and 
reeapitalisation in the banking seetor), but 
deereased to 0.6% of GDP in 2013. Net portfolio 
investment inflows reaehed 1.9% of GDP in 2012 
and rose to 3.2% in 2013, while international 
reserves were quite stable despite large repayments 
of institutional finaneial assistanee loans. This, 
eoupled with the fast deleveraging of the banking 
seetor resulted in a sharp deeline in extemal debt, 
by about 6% and 10% of GDP in 2012 and 2013. 
Consequently, gross extemal debt to GDP deelined 
signifieantly from around 135% at end-2011 to 
about 119% by 2013. The net international 
investment position improved from its lowest level 
in 2009 (-117.2% of GDP) to -93% of GDP by 
2013. 


The balanee-of-payments assistanee granted to 
Hungary by the EU and the IMF in autumn 2008 
expired in late 2010. Of the EUR 5.5 bn disbursed 
by the EU, EUR 3.5 bn are still outstanding. EUR 
2 bn are due on 7 November 2014, while an 
amount of EUR 1.5 bn is due on 6 April 2016. The 
IMF loan had been reimbursed by 2013. Although 
Hungary asked for preeautionary balanee of 
payments assistanee from the EU and the IMF in 
November 2011, as the eountry's finaneial market 
Situation has stabilised, this request has been 
withdrawn in January 2014. 

Aeeording to the Commission serviees' Spring 
Foreeast, the extemal surplus is expeeted to 
deerease from 6.1% of GDP in 2014 to 5.7% in 
2015. This refleets a deterioration in the trade 
balanee due to a piek-up in the eeonomy as well as 
a lower level of EU funds by the end of the 
foreeast horizon. 

6.6.2. Market Integration 

The Hungarian eeonomy is highly integrated to the 
euro area through trade and investment linkages. 
Its degree of trade openness has inereased rapidly 
sinee EU aeeession, from 67% in 2005 to 91% in 
2012, refleeting the deeper integration of the 
Hungarian eeonomy into eontinental and global 
supply ehains. Intra-euro area flows dominate both 
direetions of trade, aeeounting for 55% of trade in 
goods. Outside the euro area, the main trading 
Partners are Russia, Romania, Poland and the 
Czeeh Republie. 

Hungary’ s export of goods is heavily tilted 
towards high- and medium-high teehnology 
produets. However, the eeonomie erisis affeeted 
the share of high teehnology produets, whieh eame 
down from over 22% of total exports in 2010 to 
just 17% in total exports in 2012. The high-teeh 
trade surplus narrowed to just 1% in 2012, but the 
share of maehinery and eleetrieal equipment is 
over 40% in total exports in 2012, the highest 
among non-euro area Member States. 

FDI inflows to Hungary deereased during the 
eeonomie erisis, but have strongly rebounded in 
the reeent years, reaehing a high 11.1% of GDP in 
2012. However, this primarily refleeted a steep 
jump in eapital in transit and the reeapitalisation of 
the finaneial seetor due to losses, and not the effeet 
of inereased new investment aetivities. Without the 
former two faetors, FDI inflows amounted to 
around 2%% of GDP in 2012, only slightly higher 
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Table 6.5: 

Hungary - Product market integration 


2007 

2008 

2009 

2010 

2011 

2012 

Trade openness (%) 

80.9 

81.5 

75.2 

82.3 

88.4 

91.0 

Intra-EA trade in goods GDP ratio (%) 

40.0 

39.2 

35.8 

39.4 

42.6 

44.0 

Intra-EA trade in serviees GDP ratio (%) 

5.9 

6.1 

6.9 

6.9 

7.4 

7.4 

Extra-EA trade in goods GDP ratio (%) 

30.1 

30.9 

27.3 

32.5 

35.4 

35.7 

Export in high teehnology (%) 

21.3 

20.2 

22.2 

21.8 

20.9 

17.3 

High-teeh trade balanee (%) 

1.9 

2.1 

2.4 

2.3 

3.0 

1.0 

Total FDI inflows GDP ratio (%) 

2.9 

4.1 

1.6 

1.7 

4.2 

11.1 

Intra-EA FDI inflows GDP ratio (%) 

3.8 

4.5 

-4.9 

0.4 

3.7 

7.7 

FDI intensity 

2.8 

2.8 

1.5 

1.3 

3.8 

10.0 

Internal Market Direetives (%) 

1.2 

0.6 

0.4 

1.4 

1.4 

0.5 

Time to Start up a new eompany 

16.0 

5.0 

4.0 

4.0 

4.0 

5.0 

Real house priee Index 

120.2 

116.9 

106.5 

100.0 

92.6 

84.1 

Residential Investment (%) 

4.1 

4.2 

4.3 

3.2 

2.3 

2.1 

Building permits index 

248.2 

247.1 

163.0 

100.0 

67.9 

57.3 


1 ) (Imports + Exports of goods and Services / (2 x GDP at current market prices)) x lOO (Foreign Trade Statistics, Balance of Payments). 

2) (Intra-EA-18 Imports + Exports of goods / (2 x GDP at current market prices)) x lOO (Foreign Trade Statistics). 

3) Intra-EA-l 7 trade in Services (average credit and debit in % of GDP at current prices) (Balance of Payments). 

4) (Extra-EA-l8 Imports + Exports of goods / (2x GDP at current market prices)) x lOO (Foreign Trade Statistics). 

5) Taken directly from Eurostat's databases: Exports of high technology products as a share of total exports. 

6) (Exports - Imports in high tech) / GDP at current prices x lOO, since 2007 the data based upon SITC Rev. 4 (earlierSITC Rev. 3). 

7) Total FDI inflows (in % of GDP at current prices). 

8) Intra-EA-l 7 FDI inflows (in % of GDP at current prices). 

9) FDI intensity (average intra-EU-27 inflows and outflows in % of GDP at current prices). 

1 0) Percentage of internal market directives not yet communicated as having been transposed, in relation to the total number. 

1 1 ) Time to Start a new Company (in days), Doing Business World Bank. 

12) Deflated house price Index (2010=100), Eurostat. 

13) Gross Capital formation in residential buildings (in % of GDP), Eurostat. 

14) Number of new residential building permits (2010=100), Eurostat. 

Sources: Eurostat, Sectoral Performance Indicators Database (SPI), Commission Services. 


than in previous years. Inward FDI (filtered from 
the effect of Capital in transit and recapitalisation 
in the financial sector) stood at P/4% of GDP in 
2013. In 2012, the largest FDI Investors in terms of 
Stocks were Germany, Luxembourg, the 
Netherlands and Austria. Around 45% of the total 
net FDI stock is allocated in the manufacturing 
sector, suggesting that FDI plays a pivotal role in 
enhancing Hungary’ s export capacity and 
contribute significantly to the integration of the 
Hungarian economy with the euro area. 

In the past five years, real house prices have fallen 
by a third in Hungary. In particular, in 2012 house 
prices decreased 9% (and 8% in 2011). Düring this 
period of house price decline, building permits 
were also cut by 77% between 2007 and 2012. The 
housing market remained depressed also in 2013, 
as indicated by a 29% fall in the number of 
housing permits compared to the previous year. 
Investment in dwellings has also been falling 
steadily in the last years. It stabilised at over 2% of 
GDP in 2011-2012, halving the 2007-2009 levels. 


Value added in the construction sector decreased 
by 22% between 2008 and 2012. The share of 
construction in total value added stood at 4% in 
2012. 

Concerning the business environment, Hungary 
performs in general worse than most euro area 
Member States in international rankings (^^). It 
ranks particularly low in terms of the legal and 
regulatory framework, which is complex and 
unstable due to frequent and sometimes ad-hoc 
modifications (^^). Finally, according to the 2013 
Internal Market Scoreboard, Hungary's 
transposition deficit of EU Directives went down 
to 0.5% in 2012 which is on par with the target 
proposed by the European Commission in the 
Single Market Act (2011). 


For instance, Hungary ranks 54th (out of 189 economies) 
on the World Bank's 2014 Ease of Doing Business Index 
and 63rd (out of 148 eeonomies) on the World Eeonomie 
Forum's 2013-2014 Global Competitiveness Index. 

(®^) For a more detailed assessment see seetion 4 of the 2014 
in-depth review on Hungary. 
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The Hungarian labour market ean be eonsidered as 
rather flexible in terms of employment proteetion, 
aeeording to the 2013 OECD employment 
proteetion indieator for permanent workers 
(Hungary seored well below the euro-area-OECD 
eountries' average). The erisis experienee has 
eonflrmed that the private seetor reaets flexibly to 
profltability pressures both in terms of wages and 
employment. Nevertheless, there are eertain 
weaknesses affeeting the funetioning of the labour 
market. The major problem seems to be the 
persistently low level of private seetor 
employment, whieh is linked to both demand and 
supply side eonstraints but also refleets ineffleient 
govemment Intervention. From the demand side, 
private seetor employment is hindered by a low 
level of produetivity growth and eapital 
aeeumulation. From the supply side, skill 
mismatehes, and in partieular a high share of low- 
skilled workers, seem to be a persistent problem. 
In this respeet, reeurrent substantial inereases in 
minimum wages eould deerease the demand for 
low-produetivity workers. Both domestie and 
international labour mobility is rather low in 
Hungary, although the latter has inereased 
reeently. Domestie labour mobility is hindered by 
a weakly funetioning rental market as well as high 
eommuting eosts in underdeveloped regions. 

6.6.3. Financial market integration 

Hungary' s fmaneial seetor is well integrated into 
the EU's finaneial System. This integration is 
notieeable in the share of foreign ownership of the 
banking System as well as in the partieipation of 
the Budapest Stoek Exehange (BSE) in the CEE 
Stoek Exehange Group. Most of Hungary's major 
banks are subsidiaries or branehes of EU- 
headquartered finaneial institutions. The exeeption 
is the eountry's largest lender in terms of assets, 
OTP. The share of bank assets owned by foreign 
lenders has somewhat deelined (to 51.7% in 2012 
down from 55.5% in end-2007) as foreign groups 
have been steadily deleveraging their Hungary- 
based business sinee 2010. 


Graph 6. /O.Hungary - Foreign ownership and concentration 
in the banking seetor 

60 -| (in percent, weighted averages) 

1 1 1 1 


HU, 2007 HU, 2012 EA, 2007 

■ Concentration in the banking seetor (CR5 ratio) 
Share of foreign institutions as % of totai assets 
Source: ECB, Structural financial indicators. 


EA, 2012 


Bank eoneentration, as measured by the market 
share of the largest five eredit institutions in total 
assets, is above the euro-area average and has been 
rather stähle sinee EU entry. 


Hungary has one of the best-developed finaneial 
seetors in CEE. Total assets of the banking seetor 
were worth EUR 108 billion in 2012 (around 
110% of GDP). Indireet intermediation is 
predominant in Hungary, with domestie bank 
eredit amounting to almost 50% of GDP in 2012, 
down from 61% in 2007. In the few years 
preeeding the 2008-09 global fmaneial erisis, the 
banking seetor had been expanding at a fast paee, 
mainly thanks to rapid eredit growth fuelled 
among others by ample liquidity supplied by 
parent banks. In the past three years bank lending 
to households and to the non-finaneial private 
seetor feil eompared to levels reeorded baek in 
2009. In 2012 banks' total assets were shrinking by 
6.1% y-o-y, with household loans deereasing by a 
eonsiderable 11.7% and eorporate loans down by 
5.6%. The deleveraging of the private seetor 
eontinued throughout 2013. Nevertheless, banks in 
Hungary eontinue to be heavily exposed to 
Wholesale and foreign-eurreney funding and 
parental support eonstraints. Furthermore, given 
the high share of foreign-eurreney-denominated 
loans, with a large majority in Swiss frane, the 
exposure of the private seetor to exehange rate risk 
is to remain substantial in the years to eome. The 
aggregate private seetor debt of around 131% of 
GDP in 2012 was somewhat below the euro area 
average (145% of GDP) (*^). 

The Hungarian banking System remains well- 
eapitalized, with a reeord-high eapital adequaey 
ratio of 17% in mid-2013. However, the return on 
equity in the first half of 2013 was a mere 1.8%. 
Banks' profltability in the reeent years has been 


Data on private seetor debt are based on eonsolidated ESA 
95 data of non-finaneial eorporations and households (and 
non-profit institutions serving households) seetors' 
liabilities related to loans and securities other than shares. 
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suppressed by losses related to the early-FX- 
mortgage repayment seheme and the heavy tax 
bürden imposed on the finaneial seetor. Moreover, 
loan portfolio quality has been eontinuously 
deteriorating sinee the 2008-09 erisis. Non- 
performing loans reaehed 14.7% of the loan book 
by mid-2013. 

Graph 6. 1 / .Hungary - selected banking seetor soundness 



■ Return on equity Capital adequacy ■ Non performing loans 

Note: For 2007 EU-27 non performing loans ore o proxy for EA. 

For2007, EA RoE and CAR overoges ore unweighted. 

Source: ECB, EC colculotions. 

The share of finaneial intermediaries other than 
banks and eredit eooperatives in total assets of the 
Hungarian finaneial System deelined after 2008. 
Following the outbreak of the finaneial erisis 
investment funds were hit by losses suffered on the 
eapital market and by withdrawals of eapital, but 
infiows have pieked up strongly in 2012 and 2013. 
The Pension funds industry suffered a major 
setbaek in 2011 after the seeond-pillar pension 
funds were transferred to the state soeial seeurity 
System. 


Graph 6. /2.Hungary - Recent development of the 
financial System relative to the euro area 



■ Debt Securities Stock market capitaiisation aCredit to non-financiai corporations BCredit to househoids 

Note: Debt Securities other than shores, excluding financial derivatives. 
Source: ECB, Commission Services. 


The stoek exehange does not play a deeisive role 
in the finaneing of the eeonomy. The market 
eapitalisation of the BSE equalled just about 15% 
of the 2013 GDP, around half of its 2007 level. 
The aetivity of both national and international 
trading members deelined signifieantly. As a result 
of high eentral government issuanee, the total 
value of outstanding fixed ineome seeurities 
amounted to some 95% of GDP in 2013. Private 
seetor bond issuanee followed a pan-European 
growth trend and represented about 7% of GDP in 
2012. 


As of 1 Oetober 2013 the Hungarian finaneial 
market supervision framework was ehanged. The 
new framework opts for an integrated supervisory 
strueture where the eompetenee for both maero- 
and miero-prudential supervision as well as 
eonsumer proteetion in the finaneial serviees area 
is eonsolidated within the eentral bank. Hungary 
eomplied with the transposition of EU finaneial 
serviees legislation. 
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7.1. LEGAL COMPATIBILITY 

7.1.1. Introduction 

The Act on the Narodowy Bank Polski (the NBP 
Act) was adopted on 29 August 1997. The 
Consolidated Version that includes all amendments 
to the NBP Act was published in Dziennik Ustaw 
of 2013, item 908. The NBP Act has not been 
amended since the 2012 Convergence Report. 
Therefore, the comments provided in the 2012 
Convergence Report are largely repeated in this 
year's assessment. 

7.1.2. Central bank independence 

The NBP Act does not explicitly prohibit the NBP 
and members of its decision-making bodies from 
seeking or taking outside instructions; it also does 
not expressly prohibit the Government from 
seeking to influence members of NBP decision- 
making bodies in situations where this may have 
an impact on NBP's fulfilment of its ESCB related 
tasks. The absence of such a reference constitutes 
an incompatibility with respect to Article 130 of 
the TFEU and Article 7 of the ESCB/ECB Statute. 

Article 23(1 )(2) provides that the NBP's President 
has, inter alia, to submit draft monetary policy 
guidelines to the Council of Ministers and the 
Minister of Finance. This procedure provides the 
opportunity for the government to exert influence 
on the monetary and financial policy of the NBP 
and thus, constitutes an incompatibility in the area 
of independence, with Article 130 of the TFEU 
and Article 7 of the ESCB/ECB Statute. 

Article 9(3) of the NBP Act foresees that the 
President of the NBP shall assume his/her duties 
after taking an oath before the Parliament. This 
oath refers to the observation of the provisions of 
the Polish Constitution and other laws, the 
economic development of Poland and the well- 
being of its citizens. The President of the NBP acts 
in dual capacity as a member of NBP’s decision- 
making bodies and of the relevant decision-making 
bodies of the ECB. Article 9(3) of the NBP Act 
needs to be adapted to reflect the Status and the 
obligations and duties of the President of the NBP 
as member of the relevant decision-making bodies 
of the ECB. Moreover, the oath does not contain a 


reference to central bank independence as 
enshrined in Article 130 of the TFEU. The oath as 
it Stands now, is an imperfection and should be 
adapted to be fully in line with the TFEU and the 
ESCB/ECB Statute. 

The wording of the grounds for dismissal of the 
NBP's governor as enumerated in Article 9(5) of 
the NBP Act could be interpreted as going slightly 
beyond those of Article 14.2 ESCB/ECB Statute. 
This imperfection should be removed to bring 
Article 9(5) of the Act fully in line with Article 
130 of the TFEU. 

The Law on the State Tribunal provides for 
Suspension of the Governor from his duties 
following a procedure which is incompatible with 
the principle of central bank independence and 
Article 14.2 of the Statute of the ESCB and of the 
ECB. Pursuant to the second sentence of Article 
11(1) of the Law on the State Tribunal read in 
conjunction with Article 3 and Article 1(1)(3) of 
the very law, the Governor of the NBP can be 
suspended as a result of an indictment by the 
Parliament even before the State Tribunal has 
delivered its judgment on the removal from the 
Office. The procedure violates the principle of 
central bank independence and Article 14 (2) of 
the Statute given that the latter has to be 
understood as allowing for removal on grounds of 
serious misconduct only if the Governor has been 
guilty as established by a court decision ('guilty'). 
A Suspension from office on grounds of serious 
misconduct and further to parliamentary 
indictment deprives the Governor of the possibility 
to continue exercising the duties until a court has 
found the governor guilty of serious misconduct 
pursuant to Article 14.2 of the Statute. Therefore, 
this procedure breaches the Statute and Article 130 
of the TFEU. 

According to Article 203(1) of Poland’ s 
Constitution, the Supreme Chamber of Control 
(Najwyzsza Izba Kontroli (NIK)) is entitled to 
examine the NBP's activities as regards its legality, 
economic prudence, efficiency and diligence. The 
NIK Controls are not performed in the capacity of 
an independent external auditor, as laid down in 
Article 27.1 of the ESCB/ECB Statute and thus, 
should be clearly defined so as to respect Article 
130 of the Treaty and Article 7 of the ECB/ESCB 
Statute. The relevant Provision of the Constitution 


Drucksache 18/1730 


- 138- 


Deutscher Bundestag - 18. Wahlperiode 


European Commission 
Convergence Report 2014 


is therefore, incompatible and needs to be adapted 
in Order to respect the ECB/ESCB Statute. 

7.1.3. Prohibition of monetary financing and 
privileged access 

Artiele 42 in eonjunetion with Artiele 3(2)(5) of 
the NBP Aet allow the NBP to extend refinaneing 
loans to banks in order to replenish their funding 
and also extend refinaneing to banks for the 
implementation of a bank rehabilitation 
Programme, subjeet to eonditionality under Artiele 
42(4) of the same Aet. Against this baekground, 
the eurrent wording of Artiele 42(3) and (4) ean be 
interpreted as allowing an extension of refinaneing 
loans to banks experieneing rehabilitation 
proeeedings whieh however eould end in 
insolveney of the banks eoneerned. Effeetive 
preventive measures and more explieit safeguards 
should be provided in the NBP Aet to elarify 
eompatibility with Artiele 123 of the TFEU. 

7.1 .4. Integration in the ESCB 

Objectives 

Artiele 3(1) of the NBP Aet sets the objeetives of 
the NBP. It re fers to the eeonomie polieies of the 
Government while it should make referenee to the 
general eeonomie polieies in the Union, with the 
latter taking preeedenee over the former. This 
eonstitutes an imperfeetion with respeet to Artiele 
127(1) of the TFEU and Artiele 2 of the 
ESCB/ECB Statute. 

Tasks 

The ineompatibilities in the NBP Aet and in the 
Polish Constitution in this area are linked to the 
following ESCB/ECB/EU tasks: 

• definition and implementation of monetary 
poliey (Artieles 227(1) and (5) of the 
Constitution, Artieles, 3(2)(5), 12, 23, 38-50a, 
and 53 of the NBP Aet); 

• holding of foreign reserves; management of 

foreign exehange and the definition of foreign 
exehange poliey (Artieles 3(2)(2), 3(2)(3), 

17(4)(2), 24 and 52 of the NBP Aet); 

• eompetenees of the ECB and of the EU for 
banknotes and eoins (Artiele 227(1) of the 
Constitution and Artieles 4, 31 to 37 of the 
NBP Aet). The NBP shall exereise its 


responsibility for issuing the national eurreney 
as part of the ESCB. 

• appointment of independent auditors - Artiele 
69(1) of the NBP Aet foresees that NBP 
aeeounts are examined by the independent 
auditors. The NBP Aet does not take into 
aeeount that the auditing of a eentral bank has 
to be earried out by independent external 
auditors reeommended by the Governing 
Couneil and approved by the Couneil. It is 
ineompatible with Artiele 27.1 of the 
ESCB/ECB Statute. 

There are also some imperfeetions regarding: 

• non-reeognition of the role of the ECB in the 
funetioning of the payment Systems (Artieles 
3(2)(l)ofthe NBP Aet); 

• non-reeognition of the role of the ECB and of 
the EU in the eolleetion of statisties (Artiele 
3(2)(7) and 23 of the NBP Aet); 

• non-reeognition of the role of the ECB in the 
field of international eooperation (Artiele 5(1) 
and 11 (3) ofthe NBP Aet); 

7.1 .5. Assessment of eompatibility 

As regards the independenee of the eentral bank, 
the Prohibition on monetary finaneing and the 
eentral bank Integration into the ESCB at the time 
of euro adoption, the legislation in Poland, in 
partieular the NBP Aet and the Constitution of the 
Republie of Poland are not fully eompatible with 
the eomplianee duty under Artiele 131 of the 
TFEU. 


7.2. PRICE STABILITY 

7.2.1 . Respect of the referenee value 

The 12-month average Inflation rate for Poland, 
whieh is used for the eonvergenee evaluation, was 
above the referenee value at the time of the last 
eonvergenee assessment of Poland in 2012. 
Average annual Inflation deelined gradually from 
above 4% in mid-2012 to below 1% by late 2013. 
In April 2014, the referenee value was 1.7%, 
ealeulated as the average of the 12-month average 
Inflation rates in Latvia, Portugal and Ireland plus 
1.5 pereentage points. The eorresponding Inflation 
rate in Poland was 0.6%, i.e. 1.1 pereentage points 
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Table 7. / ; weights 


Poland - Components of Inflation 






(percentage change)'^ 

in total 


2008 

2009 

2010 

2011 

2012 

2013 

Apr-14 

2014 

HICP 

4.2 

4.0 

2.7 

3.9 

3.7 

0.8 

0.6 

1000 

Non-energy industrial goods 

-0.3 

0.2 

0.0 

1.1 

0.9 

-0.3 

-0.5 

280 

Energy 

8.5 

5.9 

6.2 

9.2 

8.0 

-1.6 

-1.9 

149 

Unproeessed food 

2.8 

7.1 

3.1 

2.7 

4.2 

3.3 

2.9 

87 

Proeessed food 

7.9 

5.7 

4.0 

6.2 

4.4 

2.1 

2.0 

183 

Services 

4.4 

4.5 

2.5 

3.0 

3.5 

1.6 

1.5 

301 

HICP excl. energy and unproc. food 

3.6 

3.3 

2.0 

3.1 

2.8 

1.0 

0.9 

763 

HICP at constant taxes 

3.5 

3.2 

2.5 

3.1 

3.4 

0.6 

0.3 

1000 

Administered priees HICP 

6.4 

6.9 

3.9 

5.3 

5.4 

1.7 

1.7 

143 


l) Measured by the arithmetic average of the latest 12 monthly indices relative to the arithmetic average of the 12 monthly indices 
in the previous period. 

Sources: Eurostat, Commission Services. 


below the reference value. The 12-month average 
inflation rate is likely to remain below the 
referenee value in the months ahead. 

Graph 7. / .Poland - Inflation criterion since 2008 

(percent, 12-month moving average) 



Note: The dots in December 2014 show the projected 
reference value and 12-month average inflation in the country. 
Sources: Eurostat, Commission Services' Spring 2014 Forecast. 


7.2.2. Recent inflation developments 

Annual inflation remained relatively stable until 
mid-2012 and then deeelerated substantially, 
refleeting, inter alia, the impaet of international 
energy priees and, to a lesser degree, food priees. 
Weakening domestie demand exerted downward 
pressure on priees of serviees, while non-energy 
industrial goods priees benefited from a stable 
exehange rate and weak inflationary pressure in 
the global markets. 

More speeifieally, annual HICP inflation posted 
only a marginal deeline from 4.1% in January 
2012 to 3.8% in September 2012, due to 
favourable base effeets (energy) and deeelerating 
inflation of imported industrial goods. It feil 
rapidly in late 2012 and during the first half of 
2013, posting the lowest annual inerease on reeord 
of 0.2% in June. Apart from favourable 
eommodity priee developments, this strong 


disinflation also refleeted an abrupt deerease in the 
priees of teleeommunieation serviees. HICP 
inflation inereased again to 0.9% in the third 
quarter of 2013, partly on aeeount of a piek-up in 
annual growth of unproeessed food priees and a 
sharp one-off inerease in waste removal fees in 
July 2013. As a result, annual HICP inflation 
averaged 0.8% in 2013. In early 2014, annual 
inflation remained below 1%. 


Graph 7.2:Poland - HICP inflation 



Poland Euroarea 

Source: Eurostat. 


Until the end of 2012, eore inflation (measured as 
HICP inflation exeluding energy and unproeessed 
food) evolved broadly in line with HICP inflation, 
albeit at a lower level. Core inflation deelined 
gradually from above 3% in early 2012 to below 
1% by mid-2013, stabilising during the seeond half 
of 2013. The smaller deeline eompared to headline 
inflation refleeted relatively more persistent 
inflation of serviees and proeessed food priees 
while priees of non-energy industrial goods feil in 
2013. In the absenee of eost pressures, annual 
average produeer priee inflation for total industry 
also turned negative, averaging -1.3% in 2013. 
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Table 7.2: 

Poland - Other Inflation and cost indicators (annual percentage change) 



2008 

2009 

2010 

2011 

2012 

2013" 

2014"' 

2015^ 

HICP inflation 









Poland 

4.2 

4.0 

2.7 

3.9 

3.7 

0.8 

1.1 

1.9 

Euro area 

3.3 

0.3 

1.6 

2.7 

2.5 

1.3 

0.8 

1.2 

Private consumption deflator 








Poland 

4.3 

2.5 

2.5 

4.9 

3.7 

0.7 

1.1 

1.9 

Euro area 

2.7 

-0.4 

1.6 

2.4 

2.1 

1.3 

0.9 

1.3 

Nominal eompensation per employee 








Poland 

8.6 

3.6 

8.2 

5.1 

3.5 

2.4 

3.5 

4.4 

Euro area 

3.5 

1.8 

2.0 

2.2 

2.0 

1.7 

1.6 

1.9 

Labour produetivity 

Poland 

1.3 

1.3 

6.7 

3.9 

1.9 

1.6 

2.7 

2.8 

Euro area 

-0.3 

-2.4 

2.6 

1.4 

0.2 

0.5 

0.9 

1.0 

Nominal unit labour costs 









Poland 

7.2 

2.3 

1.4 

1.1 

1.5 

0.7 

0.8 

1.6 

Euro area 

3.8 

4.3 

-0.6 

0.7 

1.8 

1.1 

0.7 

0.8 

Imports of goods deflator 

Poland 

0.3 

8.7 

1.8 

9.5 

5.8 

-0.8 

-1.0 

1.8 

Euro area 

4.2 

-8.1 

5.7 

6.6 

2.3 

-1.9 

-1.0 

0.8 


1) 2013 dato (except HICP Inflation) ore estimates. 

2) Commission Services' Spring 2014 Forecost. 

Source: Eurostat, Commission Services. 


7.2.3. Underlying factors and sustainability of 
inflation 

Macroeconomic policy-mix and cyclical 
stance 

Real GDP growth declined to 1.6% in 2013, down 
from 2% a year earlier, well below estimates of 
potential output growth of around 3^4%. Growth 
was mainly supported by net exports. The output 
gap is thus estimated to have narrowed 
eonsiderably in 2012 before turning negative in 
2013. Aeeording to the Commission serviees' 2014 
Spring Foreeast, real GDP growth is projeeted to 
rebound to 3.2% in 2014 and 3.4% in 2015, 
implying a Stabilisation of the negative output gap. 

After a eounter-eyelieal fiseal eontraetion in 2011, 
the fiseal stanee, as measured by ehanges in the 
struetural balanee, was further tightened in 2012 
and in 2013. Fiseal eonsolidation is expeeted to 
resume in 2014-2015 as Poland is eommitted to 
ensuring a timely eorreetion of its exeessive 
defieit. 

Monetary poliey, eondueted within an inflation 
targeting framework (^^), was last tightened in May 


Since the begiiming of 2004, the NBP has pursued a 
eontinuous inflation target of 2.5% with a permissible 
fluetuation band of +/- 1 percentage point. 


2012 when annual inflation was near its peak. In 
line with the subsequent disinflation trend, the 
Monetary Poliey Couneil (MPC) eut its main 
poliey rate steadily from 4.75% in early November 

2012 to 2.5% in July 2013. The MPC then kept the 
poliey rate unehanged during the seeond half of 

2013 and in early 2014. 

Wages and labour costs 

Wage negotiations in the private seetor are rather 
deeentralised and flexible, with wage setting 
taking plaee mostly at the enterprise level, 
although eolleetive bargaining has a stronger 
impaet on wage formation in seetors dominated by 
state enterprise s, sueh as mining. The 
unemployment rate has inereased marginally in 
2012 and 2013 as total employment stagnated. 

Despite lower labour produetivity growth, the 
temporary eeonomie rebound of 2010-2011 was 
still partly refleeted in growth of eompensation per 
employee in 2012, implying higher nominal ULC 
growth. In 2013, the eontinued weakening of 
aggregate eeonomie aetivity translated into more 
limited wage inereases. As a result, nominal ULC 
inereased by less than 1%. ULC growth is 
expeeted to remain eontained in 2014 before 
pieking up in 2015 as growth of eompensation per 
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employee should accelerate faster than labour 
productivity growth. 


Graph 7.3;Poland - Inflation, productivity and woge trends 

12-1 (y-o-y % Change) 


9 

6 

3 

0 

2008 2009 2010 2011 2012 2013 2014 2015 



Productivity (reai GDP per person empioyed) 

— — — — - Nominal compensation per empioyee 
Nominal unit labour costs 
HICP Inflation 

Source: Eurostat, Commission Services' Spring 2014 Forecost. 


External factors 

Although external trade represents a lower share of 
GDP in Poland than in regional peers, priees of 
imported goods and serviees play an important role 
in domestie priee formation. Import priees 
(measured by the imports of goods deflator) surged 
in 201 1, driven by a substantial depreeiation of the 
nominal effeetive exehange rate (measured against 
a group of 36 trading partners). Import priees 
eontinued to rise in 2012, mainly as a result of 
higher global eommodity priees, before broadly 
Stabilising in 2013. The Import deflator is foreeast 
to inerease somewhat in 2014, mainly on aeeount 
of an expeeted piek-up in global eeonomie aetivity 
and thus priee pressures. 

Administered priees and taxes 

Inereases in administered priees with a weight 
of around 14% in the HICP basket (eompared to 
13% in the euro area), signifieantly exeeeded 
HICP Inflation in reeent years. The average annual 
inerease in administered priees remained above 5% 
in 2012, driven by inereases in tariffs for gas, 
eleetrieity and heating as well as inereasing loeal 
fees (housing, publie transport). It feil to 1.7% in 
2013, on the baek of a eut in regulated gas priees 
for households in January 2013 and a deerease in 
the priee of eleetrieity in July 2013, though their 
effeet was somewhat eounterbalaneed by an 
inerease in waste management fees. Administered 


According to the Eurostat definition, administered priees in 
Poland inelude inter alia water supply, refiise and sewerage 
eolleetion, eleetrieity, gas, heat energy and eertain 
eategories of passenger transport. For details, see 
http://epp.eurostat.ee.europa.eu/portaEpage/portaEhiep/doe 
uments_meth/HICP-AP/HICP_AP_elassifieation_20 1 1_20 
14_02.pdf 


priees should eontinue inereasing at a moderate 
paee in 2014, mainly due to limited growth of 
eleetrieity and gas priees. 

The impaet of tax measures on the overall 
eonsumer priee developments was marginal in 
2012 and 2013 as eonstant tax Inflation lingered 
only some 0. 2-0.3 pereentage points below 
headline Inflation. A marginally positive Inflation 
eontribution from higher exeise duties on aleohol 
is expeeted in 2014. 


Medium-term prospects 

Looking ahead, priee Inflation is expeeted to 
inerease only gradually on aeeount of a negative 
output gap. The deflationary impaet of one-off 
measures (lower priees of teleeommunieation 
serviees) effeetive in 2013 should largely fade out 
in 2014. The Commission serviees' 2014 Spring 
Foreeast projeets HICP Inflation to average 1.1% 
in 2014 and 1.9% in 2015. 

Risks to the Inflation outlook appear to be broadly 
balaneed. Stronger exehange rate depreeiation, 
driven by a gradual withdrawal of monetary 
Stimulus in the US and assoeiated eapital outflows 
from emerging markets, eould result in higher 
eonsumer priee growth. On the other hand, the 
Outlook for global growth and related priee 
pressures remains fragile. 

The level of eonsumer priees in Poland was elose 
to 56% of the euro-area average in 2012. This 
suggests potential for further priee level 
eonvergenee in the long term, as ineome levels 
(about 62% of the euro-area average in PPS in 
2012) inerease towards the euro-area average. 

Medium-term Inflation prospeets in Poland will 
hinge upon wage and produetivity trends as well as 
on the funetioning of produet markets. Further 
struetural measures to inerease labour supply and 
to faeilitate the effeetive alloeation of labour 
market resourees will play an important role in 
alleviating potential wage pressures, resulting inter 
alia from negative demographie developments. As 
to produet markets, there is seope to enhanee the 
eompetitive environment, espeeially in the serviees 
and energy seetors. At the maero level, a prudent 
fiseal stanee will be essential to eontain 
inflationary pressures. 
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Table 7.3: 

Poland - Budgetary developments and projections (as % of GDP unless indicated otherwise) 


Outturn and torecast ' 

2008 

2009 

2010 

2011 

2012 

2013 

2014 

2015 

General govemment balance 

-3.7 

-7.5 

-7.8 

-5.1 

-3.9 

-4.3 

5.7 

-2.9 

- Total revenues 

39.5 

37.2 

37.5 

38.4 

38.3 

37.5 

47.0 

38.3 

- Total expenditure 

43.2 

44.6 

45.4 

43.4 

42.2 

41.9 

41.3 

41.2 

of which: 









- Interest expenditure 

2.2 

2.6 

2.7 

2.7 

2.8 

2.6 

2.1 

2.2 

p.m.: Tax bürden 

34.3 

31.8 

31.8 

32.3 

32.5 

32.0 

32.3 

32.7 

Primary balance 

-1.5 

-4.8 

-5.1 

-2.4 

-1.0 

-1.7 

7.8 

-0.7 

Cyclically-adjusted balance 

-5.3 

-8.2 

-8.4 

-5.8 

-4.0 

-3.8 

6.2 

-2.4 

One-off and temporary measures 

0.0 

0.3 

0.0 

0.0 

0.1 

0.0 

9.0 

0.0 

Stmctural balance 

-5.3 

-8.5 

-8.4 

-5.8 

-4.1 

-3.8 

-2.8 

-2.4 

Govemment gross debt 

47.1 

50.9 

54.9 

56.2 

55.6 

57.0 

49.2 

50.0 

p.m: Real GDP growth (%) 

5.1 

1.6 

3.9 

4.5 

2.0 

1.6 

3.2 

3.4 

p.m: Output gap 

4.1 

1.7 

1.5 

1.9 

0.4 

-1.2 

-1.2 

-1.2 


Convergence Programme 2014 2015 2016 2017 


General govemment balance 

5.8 

-2.5 

-1.8 

-1.2 

Stmctural balance 

-2.8 

-2.2 

-1.8 

-1.4 

Govemment gross debt 

49.5 

49.5 

47.5 

45.5 

p.m. Real GDP (% change) 

3.3 

3.8 

4.3 

4.3 


1) Commission Services’ Spring 2014 Forecast. 

2) Cyclically-adjusted balance excluding one-off and other temporär/ measures. 


3) Commission Services’ calculations on the basis of the information in the Programme. 

There are 4 one-off and/temporary measures in the Programme. All of them take place in 2014; transfer of assets of open pension 
funds (9% GDP), the sale of radio frequencies(0.1%), the execution of the sentence of the Constitutional Court to pay some 
specific Pension (-0.1% of GDP) and of another sentence of the Constitutional Court to pay some nursing benefits (-0.1% GDP). 
Sources; Commission Services, the 2014 Convergence Programme of Poland. 


7.3. PUBLIC FINANCES 

7.3.1. The excessive deficit procedure for 
Poland 

On 7 July 2009, the Council decided in accordance 
with Article 104(6) of the Treaty establishing the 
European Community (TEC) that an excessive 
deficit existed and addressed recommendations to 
Poland, in accordance with Article 104(7) TEC 
with a view to bringing an end to the Situation of 
an excessive govemment deficit by 2012. 

On 21 June 2013, the Council concluded that 
Poland had taken effective action but adverse 
economic events with major implications on public 
finances had occurred, and issued revised 
recommendation under Article 126(7) TFEU, in 
which it recommended that Poland should put an 
end to the excessive deficit Situation by 2014. The 
Council established the deadline of 1 October 2013 
for Poland to take effective action. 

On 10 December 2013, the Council established in 
accordance with Article 126(8) TFEU that Poland 
had not taken effective action. It adopted a new 


recommendation under Art. 126 (7) TFEU, 

according to which Poland should bring an end to 
the excessive deficit Situation by 2015 in a credible 
and sustainable manner. Moreover, Poland should 
reach a headline deficit target of 4.8% of GDP in 
2013, a deficit of 3.9% of GDP in 2014 and of 
2.8% of GDP in 2015 (excluding the impact of the 
assets transfers due to the reversal of the pension 
reform which have been subsequently enacted in 
December 2013). For 2014 this is consistent with 
an improvement of the structural balance of 1% of 
GDP and 1.2% of GDP for 2015, based on the 
Commission Services' 2013 Autumn Forecast. The 
Council established the deadline of 15 April 2014 
for Poland to take effective action and to report in 
detail the consolidation strategy that is envisaged 
to achieve the targets. (^^) 

7.3.2. Recent fiscal developments 

The headline general govemment deficit declined 
gradually from 7.8% of GDP in 2010 to 3.9% in 
2012 before increasing again to 4.3% in 2013. 


An OverView of all ongoing excessive deficit procedures 
can be found at: http://ec.europa.eu/economy_finance/ 
economic govemance/ sgp/ deficit/index_en.htm 
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In 2012, the deficit reduction was driven by the fall 
in government expenditures. On the revenue side, 
an unexpected fall in indirect tax revenues (by 
0.3% of GDP) offset the new stmctural 
consolidation measures, notably an increase by 2 
percentage points of the disability contribution 
rate, a new tax on copper and silver extraction, a 
continued freeze in PIT thresholds and some 
changes in excise duties. On the expenditure side, 
the improvement was mostly due to the sharp cut 
in public investments. Moreover, the government 
maintained the freeze in the wage fund of public 
sector employees and decreased the 
complementary direct payments to farmers in the 
framework of the Common Agricultural Policy. 

In 2013, the deficit increased mainly due to a weak 
performance of revenues related to slow economic 
growth. General government revenues were 
nevertheless positively affected by the full-year 
carry-over effect of measures taken in 2012 (an 
increase in the disability contribution rate and the 
new mining tax) and of keeping the nominal PIT 
thresholds unchanged. The total expenditure -to- 
GDP ratio feil thanks to a cut in public 
investments. Notwithstanding some structural 
expenditure measures (a continued freeze of wages 
of most central government employees, the Start of 
a gradual increase in retirement age and an 
amendment to the 2013 state budget containing 
expenditure cuts), current expenditures grew 
slightly more than the nominal GDP. 

The debt-to-GDP ratio remained below but close 
to 60% of GDP as a result of persistent general 
government deficits. It slightly feil from 56.2% in 
2011 to 55.6% in 2012 and then rose to 57% in 
2013. 

7.3.3. Medium-term prospects 

In 2014-15, the general government budget 
balance will be affected by the reversal of the 
systemic pension reform. It includes the following 
asset transfers from the second, private pension 
pillar to the first one: a one-off transfer of assets 
worth about 9% of GDP in 2014 as well as annual 
transfers of assets of persons who retire within 10 
years, starting in 2014. Under current accounting 
rules (ESA95), such asset transfers are treated as 
general government revenue. Under the new rules, 
which will come into force in autumn 2014 
(ESA2010), such transfers will not count as 
revenue anymore. 


As a result, according to the Commission Services' 
2014 Spring Forecast the general government 
budget balance is projected to tum into a surplus of 
5.7% of GDP in 2014 under ESA95, while it is set 
to post a deficit of 3.6% with the asset transfers 
from the second pension pillar not treated as 
revenue. Apart from the reversal of the pension 
reform, the main measures with a positive and 
permanent effect on the general government 
balance in 2014 include changes in VAT and 
excise duties, a continued freeze in PIT thresholds, 
a partial public wage freeze and a gradual increase 
in the retirement age. Expenditure savings will be 
partially offset by the costs of a legislated 
extension of matemity leave and other increase s in 
social spending. 

In 2015, due to the one-off nature of the large 
improvement in 2014, the general government 
budget balance is expected to tum negative again, 
posting a deficit of 2.9% of GDP under ESA95. 
Excluding the asset transfers due to the reversal of 
the pension reform, the deficit is projected to reach 
3.1% of GDP in 2015. 

The stmctural deficit is estimated in the 
Commission Services' 2014 Spring Forecast to 
gradually improve, from 3.8% of GDP in 2013 to 
2.4% of GDP in 2015. 

The general government debt-to-GDP ratio is 
forecast to fall to 49.2% in 2014, mainly as a result 
of the transfer of pension fund assets, before 
increasing to 50% in 2015. The projected debt 
figures are, however, subject to considerable 
uncertainty in view of possible valuation effects of 
the Sovereign debt denominated in foreign 
currency due to exchange rate fluctuations. 

The 2014 Convergence Programme was submitted 
on 23 April 2014. It confirms the government' s 
commitment to bring the deficit below the EDP 
reference value of 3% of GDP by 2015 and sets a 
2018 deadline to achieve the Medium Term 
Objective of a structural deficit of not more than 
1% of GDP. The nominal balance is expected in 
the Programme to reach a surplus of 5.8% of GDP 
in 2014 and a deficit of -2.5% of GDP in 2015 
under ESA95. These projections are more 
optimistic compared to Commission Services' 2014 
Spring Forecast, in particular due to a more 
optimistic macroeconomic scenario underpinning 
these budgetary projections. 
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Further details on the assessment of the 2014 
Convergence Programme for Poland can be found 
in the Commission Staff Working Document, 
which accompanies the Commission 
Recommendation for a Council Recommendation 
on the 2014 National Reform Programme of 
Poland and delivering a Council Opinion on the 
2014 Convergence Programme of Poland. 

In March 2012, Poland signed the Treaty on 
Stability, Coordination and Governance in the 
EMU. The TSCG will apply to Poland in its 
entirety upon lifting its derogation from 
participation in the single currency. 

7.4. EXCHANGE RATE STABILITY 

The Polish zloty does not participate in ERM II. 
Since April 2000, Poland operates a floating 
exchange rate regime, with the NBP preserving the 
right to intervene in the foreign exchange market, 
if it deems this necessary, in order to achieve the 
inflation target. 

Folio wing a sharp depreciation in the second half 
of 201 1 - which induced foreign exchange market 
interventions by the NBP - the zloty' s exchange 
rate against the euro partially recovered in early 
2012. The zloty thereafter broadly stabilised and 
predominantly traded in the ränge of 4. 1-4.3 
PLN/EUR until early 2014. Compared to April 
2012, the exchange rate of the zloty against the 
euro was thus basically unchanged in April 2014. 

Graph 7.4:Exchange rates - PLN/EUR 


(monthly averages) 



Source: ECB. 


After remaining broadly stable at around EUR 75 
billion in 2011, international reserves increased 
throughout 2012 to some EUR 85 billion in early 
2013. Afterwards, the reserve level declined again 
gradually to about EUR 77 billion (20% of GDP) 
by end-2013. 


Graph 7.5:Poland - 3-M Wibor spread to 3-M Euribor 

(basis points, monthly values) 



Source: Eurostat. 

Short-term interest rate differentials vis-ä-vis the 
euro area widened in late 2011 and during the first 
eight months of 2012, as the ECB loosened its 
policy stance while rates on the Polish money 
market increased somewhat. After peaking at 
above 470 basis points in August 2012, short-term 
spreads declined to below 250 by mid-2013 
reflecting considerable monetary policy easing by 
the NBP which gradually cut its key reference rate 
by 225 basis points between November 2012 and 
July 2013. At the cut-off date of this report, the 3- 
month spread vis-ä-vis the euro area remained 
closed to 240 basis points. 


7.5. LONG-TERM INTEREST RATES 

Long-term interest rates in Poland used for the 
convergence examination reflect secondary market 
yields on a single benchmark government bond 
with a residual maturity of close to but below 10 
years. 

The Polish 12-month average long-term interest 
rate relevant for the assessment of the Treaty 
criterion was exactly at the reference value at the 
time of the last convergence assessment in 2012. It 
declined gradually from close to 6% in late 2011 to 
about 4% by end-2013. In April 2014, the latest 
month for which data are available, the reference 
value, given by the average of long-term interest 
rates in Latvia, Portugal and Ireland plus 2 
percentage points, stood at 6.2%. In that month, 
the 12-month moving average of the yield on the 
Polish benchmark bond stood at 4.2%, i.e. 2 
percentage points below the reference value. 
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Graph 7.6:Poland - Long-term Interest rate criterion 



Poland o Reference value 

Source: Commission Services. 


Long-term interest rates declined from above 6% 
in early 2011 to below 4% by end-2012, refleeting 
improved Investor sentiment towards the eountry 
as well as a substantial fall in domestie inflation. 
Long-term interest rates inereased again during the 
seeond half of 2013 as risk appetite in global 
finaneial markets dwindled. As a result, long-term 
interest rate spreads vis-ä-vis the German 
benehmark bond hovered around 270 basis points 
in early 2014 C). 


Graph 7.7:Poland - Long-term interest rotes 



7.6. ADDITIONAL FACTORS 

The Treaty (Artiele 140 TFEU) ealls for an 
examination of other faetors relevant to eeonomie 
Integration and eonvergenee to be taken into 
aeeount in the assessment. The assessment of the 
additional faetors - ineluding balanee of payments 
developments, produet and finaneial market 
Integration - gives an important indieation of a 
Member State' s ability to integrate into the euro 
area without diffieulties. 


The reference to the German benehmark bond is included 
for illustrative purposes, as a proxy of the euro area long- 
term AAA yield. 


In November 2013, the Commission published its 
third Alert Meehanism Report (AMR 2014) 
under the Maeroeeonomie Imbalanee Proeedure 
(MIP - see also Box 1.5). The AMR 2014 
seoreboard showed that Poland exeeeded the 
indieative threshold for two out of ten indieators, 
both in the area of external imbalanees (i.e. the 
eurrent aeeount balanee and the international 
Investment position). In line with the eonelusions 
of the AMRs 2012-2014, Poland has not been 
subjeet to in-depth reviews in the eontext of the 
MIP. 

7.6.1. Developments of the balanee of 
payments 

Poland’ s external balanee (i.e. the eombined 
eurrent and eapital aeeount) remained in defieit in 
2012, but it narrowed eonsiderably due to a lower 
trade defieit. The improvement in the trade balanee 
was driven by sustained export growth, fuelled by 
inereasing geographieal diversifieation of exports 
and a low eost base, and subdued Imports, 
refleeting sluggish domestie demand growth. The 
external balanee turned positive in 2013, refleeting 
a further improvement in the trade balanee, whieh 
shifted into a surplus as exports eontinued to grow 
while laeklustre growth of domestie demand 
dampened imports. At the same time, the negative 
balanee of primary ineome and the positive 
balanee of eurrent transfers remained broadly 
Stahle in 2011-2013. 

As far as the saving-investment balanee is 
eoneemed, gross national saving (as a pereentage 
of GDP) deereased in 2012. The deerease was 
driven by falling gross saving by the private seetor, 
in partieular households, whieh was only partially 
offset by higher govemment saving. Gross national 
saving remained stable in 2013, despite a 
substantial deeline in govemment saving, as 
households started to inerease their savings again. 
At the same time, after a temporary inerease in 
2010-2011, domestie investment aetivity (as a 
pereentage of GDP) deereased in 2012 and 2013, 
on the baek of deereasing investment spending by 
the eorporate and govemment seetors. Overall, the 
eorporate seetor investment-to-GDP ratio in 
Poland is one of the lowest in the EU and 
eompares unfavourably to its peers. 


http ://ec.europa.eu/europe2020/pdf'20 1 4/amr20 1 4_en.pdf 
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Table 7.4: 

Poland - Balance of payments (percentage of GDP) 



2008 

2009 

2010 

2011 

2012 

2013 

Current account 

-6.6 

-3.9 

-5.1 

-5.0 

-3.7 

-1.3 

of which: Balance of trade in goods 

-5.8 

-1.7 

-2.5 

-2.7 

-1.4 

0.6 

Balance of trade in Services 

1.0 

1.1 

0.7 

1.1 

1.2 

1.3 

Income balanee 

-2.4 

-3.8 

-4.1 

-4.5 

-4.6 

-4.2 

Balance of current transfers 

0.6 

0.5 

0.8 

1.2 

1.0 

1.0 

Capital account 

1.1 

1.6 

1.8 

2.0 

2.2 

2.3 

External balanee 

-5.4 

-2.3 

-3.3 

-3.0 

-1.5 

1.0 

Financial account 

7.8 

4.6 

5.5 

5.0 

2.3 

0.4 

of which: Net FDI 

1.9 

1.9 

1.4 

2.4 

1.1 

-0.2 

Net portfolio inflows 

-0.5 

3.3 

5.4 

3.2 

4.1 

-0.1 

Net other inflows 

5.7 

2.7 

1.9 

0.6 

-0.6 

0.9 

Change in reserves (+ is a decrease) 

0.7 

-3.4 

-3.2 

-1.3 

-2.3 

-0.2 

Financial account without reserves 

7.1 

7.9 

8.7 

6.2 

4.6 

0.6 

Errors and omissions 

-2.4 

-2.3 

-2.2 

-1.9 

-0.8 

-1.4 

Gross Capital formation 

23.9 

20.3 

21.0 

22.1 

20.5 

18.7 

Gross saving 

18.3 

17.3 

16.7 

17.6 

17.1 

17.1 

External debt 

45.9 

64.8 

67.5 

62.6 

74.6 

73.3 

International investment position 

-56.3 

-58.8 

-65.4 

-64.0 

-66.5 

-68.6 


1 ) The combined current and Capital account. 

2) Including financial derivatives. 

Sources: Eurostat, Commission Services, National Bankof Poland. 


Graph 7.8;Poland - Saving and investment 



■ Gross national saving Gross Capital formation at current prices; total economy 

Source: Eurostat, Commission Services. 

Poland's external competitiveness appears to have 
remained solid in recent years as confirmed by its 
continuously improving export performance. After 
a substantial nominal and real depreeiation in the 
seeond half of 2011, the real effeetive exehange 
rate appreeiated somewhat in 2012, in line with the 
ehange in the nominal effeetive exehange rate. It 
remained broadly stable over 2013. 


Graph 7.9:Poland - Effeetive exehange rates 



Source: Commission Services. 


On the finaneing side of the balanee of payments, 
net inflows of foreign direet investment (FDI), 
whieh eovered almost 50% of the eurrent aeeount 
defieit in 2011, deelined substantially in 2012, 
mostly as a result of lower direet investment in 
Poland, and then tumed marginally negative in 
2013. Due to rapidly inereasing holdings of 
govemment debt seeurities by non-residents, net 
inflows of portfolio investment were the main 
souree of foreign finaneing between 2009 and 
2012. Portfolio investment flows were broadly 
balaneed in 2013 as non-residents' holdings of 
govemment debt seeurities stabilised. Net inflows 
of other investment and finaneial derivatives have 
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Table 7.5: 

Poland - Product market integration 


2007 

2008 

2009 

2010 

2011 

2012 

Trade openness (%) 

42.2 

41.9 

39.4 

42.8 

45.7 

46.6 

Intra-EA trade in goods GDP ratio (%) 

20.6 

20.2 

19.1 

20.3 

21.4 

21.0 

Intra-EA trade in serviees GDP ratio (%) 

n.a. 

3.4 

3.4 

3.6 

3.7 

3.9 

Extra-EA trade in goods GDP ratio (%) 

15.2 

15.3 

13.9 

15.6 

17.3 

18.3 

Export in high teehnology (%) 

3.0 

4.3 

5.7 

6.0 

5.1 

5.9 

High-teeh trade balanee (%) 

-2.6 

-2.5 

-2.3 

-2.3 

-2.3 

-2.0 

Total EDI inflows GDP ratio (%) 

5.5 

2.8 

3.2 

3.0 

4.0 

1.2 

Intra-EA EDI inflows GDP ratio (%) 

3.9 

2.2 

2.1 

2.1 

4.0 

1.0 

FDI intensity 

3.4 

1.8 

2.2 

2.2 

2.8 

0.7 

Internal Market Direetives (%) 

1.7 

2.0 

1.4 

1.7 

2.1 

1.8 

Time to Start up a new eompany 

31.0 

31.0 

32.0 

32.0 

32.0 

32.0 

Real house priee Index 

n.a. 

112.3 

106.5 

100.0 

94.6 

89.0 

Residential Investment (%) 

3.0 

3.2 

2.9 

2.6 

2.6 

2.7 

Building permits index 

143.5 

133.5 

102.0 

100.1 

106.1 

94.7 


1 ) (Imports + Exports of goods and Services / (2 x GDP at current market prices)) x lOO (Foreign Trade Statistics, Balance of Payments). 

2) (Intra-EA-18 Imports + Exports of goods / (2 x GDP at current market prices)) x lOO (Foreign Trade Statistics). 

3) Intra-EA-l 7 trade in Services (average credit and debit in % of GDP at current prices) (Balance of Payments). 

4) (Extra-EA-l8 Imports + Exports of goods / (2x GDP at current market prices)) x lOO (Foreign Trade Statistics). 

5) Taken directly from Eurostat's databases: Exports of high technology products as a share of total exports. 

6) (Exports - Imports in high tech) / GDP at current prices x lOO, since 2007 the data based upon SITC Rev. 4 (earlierSITC Rev. 3). 

7) Total FDI inflows (in % of GDP at current prices). 

8) Intra-EA-l 7 FDI inflows (in % of GDP at current prices). 

9) FDI intensity (average intra-EU-27 inflows and outflows in % of GDP at current prices). 

1 0) Percentage of internal market directives not yet communicated as having been transposed, in relation to the total number. 

1 1 ) Time to Start a new Company (in days), Doing Business World Bank. 

12) Deflated house price Index (2010=100), Eurostat. 

13) Gross Capital formation in residential buildings (in % of GDP), Eurostat. 

14) Number of new residential building permits (2010=100), Eurostat. 

Sources: Eurostat, Sectoral Performance Indicators Database (SPI), Commission Services. 


remained relatively low in recent years, mainly due 
to lower extemal borrowing by the private seetor. 

Total gross extemal debt inereased from 63% of 
GDP in 2011 to 73% of GDP in 2013, while the 
negative net international Investment position also 
widened eonsiderably. The stability of the balanee 
of payments was supported by the IMF's Flexible 
Credit Line arrangement, whieh was initially 
granted in May 2009 and renewed in January 2011 
and January 2013, when it was inereased and 
extended for another two years. 

Aeeording to the Commission serviees' 2014 
Spring Foreeast, the extemal balanee is expeeted to 
remain broadly stable in 2014 before deteriorating 
somewhat in 2015 as Imports are foreseen to 
outpaee exports. 

7.6.2. Market integration 

Poland's eeonomy is well integrated to the euro- 
area through both trade and Investment linkages. 


Folio wing a deerease in 2008-2009 as a result of 
the erisis, trade openness inereased further in the 
following years, reaehing some 47% of GDP in 
2012, a higher pereentage than for some euro-area 
Member States. The share of extra-euro-area trade 
in goods, as pereent of GDP, has inereased in 
reeent years, refleeting the inerease in 
eompetiveness on the international stage, while the 
share of intra-euro-area trade has remained broadly 
stable over the period under review. The share of 
intra-euro-area trade in serviees has inereased 
somewhat, spurred by business proeess 
outsoureing aetivities. 

The eomposition of Polish exports in goods has 
evolved towards medium-to-high teehnology 
goods, though the share of traditional industries 
(e.g. metal produets, food, mineral fuels, 
ehemieals, fumiture) remains high. In 2012, the 
export stmeture was dominated by maehinery and 
eleetrieal equipment (24%) as well as vehieles, 
aireraft and vessels (14%), refleeting the presenee 
of multinational eorporations in these seetors 
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which lead to technology transfers and contribute 
to export competitiveness. The high-tech trade 
defieit, whieh was historieally around 2.5%, has 
eome down in 2012 to just 2% of the GDP, 
refleeting an inerease in exports with high 
teehnologieal eontent. This evolution is slow, 
partly due to the limited inflow of FDI into high 
teehnology seetors, as well as low domestie R&D 
spending, weak links between researeh institutes 
and the private seetor and relatively low quality of 
the researeh institutional framework. 

FDI inflows mainly originated in Germany, the 
Netherlands, Franee and Luxembourg, whieh 
together provided over 50% of the FDI stoek at the 
end of 2012. The signifieant size and growth of the 
domestie market as well as a good aeeess to large 
regional markets are pointed out as main reasons 
for the attraetiveness of the eountry for FDI. 

Aeeording to Eurostat, real house priees in Poland 
deelined by over 20% between 2008 and 2012. In 
2012, the year-on-year deeline amounted to 6%. 
Investment in dwellings has remained stable at 
around 3% of GDP for the past six years. Value- 
added in eonstruetion inereased steadily in real 
terms sinee 2005, but seems to have eome to a halt 
in 2012. After falling signifieantly during the erisis 
years, building permits stabilised but a double digit 
deeline (11% y-o-y) re-appeared in 2012, 
indieating that eonstruetion aetivity may be 
subdued in the eoming years. 

Coneeming the business environment, Poland 
performs in general worse than most euro-area 
Member States in international rankings. Two 
legislative paekages were adopted in 2011 aimed 
at redueing the number of proeedures and 
administrative obligations imposed on businesses, 
ineluding by replaeing administrative eertifieates 
with deelarations, and to reduee information 
obligations. These ehanges, among others, have 
eontributed to a slight inerease in the seores 
reeorded by Poland in international rankings (^^). 
Aeeording to the 2013 Internal Market Seoreboard, 
Poland has yet to attain the 1 % threshold defieit in 
the transposition of EU direetives. 

One of the strengths of the Polish eeonomy is its 
endowment with a high-quality labour foree and 
the regulatory set-up of the labour market. The 


labour foree is relatively skilled, labour taxes are 
eomparatively low, though not for the low skilled, 
and labour laws provide for a suffieient degree of 
flexibility. In partieular, proteetion of permanent 
employees against eolleetive and individual 
dismissals is (aeeording to the 2013 OECD 
employment proteetion indieator) below the euro- 
area-OECD eountries' average while eolleetive 
wage bargaining usually takes plaee at the 
eompany level, allowing for a flexible wage 
adjustment proeess. 

However, this legal framework did not prevent the 
development of a segmented labour market with a 
high share of temporary employment, whieh might 
hinder produetivity growth and human eapital 
formation. Moreover, existing speeial retirement 
sehemes, in partieular for farmers, inhibit internal 
labour migration and realloeation of labour from 
low-produetivity seetors. Moreover, outward 
migration flows, espeeially after EU aeeession, 
were substantial, while non-EU Immigration is 
limited by the existing restrietions on long-term 
immigration. Finally, the low quality and 
applieability of higher edueation and poor aeeess 
to good quality apprentieeships and work-based 
leaming aggravates the mismateh between the 
supply of skills and labour market needs, 
espeeially for non-tertiary edueation graduates. 

7.6.3. Financial market integration 

Poland's finaneial seetor is well integrated within 
the Overall EU finaneial System. In 2012, over 63% 
of the Polish banking seetor's assets were owned 
by foreign finaneial institutions, predominantly 
headquartered in EU Member States. Among the 
top ten banks operating in Poland in 2013 just two 
are domestie, seven are subsidiaries of major 
European banks and one belongs to a US finaneial 
Institution. Coneentration in the Polish banking 
seetor has remained elose to the euro-area average. 
The share of total assets owned by the five large st 
lenders amounted to 47% after a number of 
mergers were finalised in 2012/13. 


For instance, Poland ranks 45th (out of 1 89 economies) on 
the World Bank's 2014 Ease of Doing Business Index and 
42nd (out of 148 economies) on the World Economic 
Forum's 2013-2014 Global Competitiveness Index. 
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Graph 7. /O. Poland - Foreign ownership and concentration 
in the banking sector 

80 n (in percent, weighted averages) 

70 
60 - 
50 

jll I I I 

PL, 2007 PL, 2012 EA, 2007 EA, 2012 

■ Concentration in the banking sector (CR5 ratio) 

Share of foreign institutions as % of total assets 
Source: ECB, Structural financial indicators. 

With an aggregated asset size dose to EUR 340 
billion (end-2013) Poland has the biggest and one 
of the most developed banking seetors among the 
new EU Member States. However, rising 
uneertainties and slower eeonomie growth in the 
past year were also refleeted in the paee of the 
banking seetor's balanee sheet expansion, with 
eredit to the non-finaneial private seetor inereasing 
by 3.8% in 2013. Nonetheless, when looking at the 
longer-term trend, eredit to the private eeonomy 
was equivalent to 51% of GDP in 2013, eompared 
to 39% in 2007. The share of foreign-eurreney 
denominated loans remains signifieant, partieularly 
in the mortgage loan segment where every seeond 
housing loan is denominated either in Swiss frane 
or euro. Nevertheless, the share of FX loans has 
been gradually deelining as most banks dropped 
FX mortgage s from their offer already baek in 
2009. Private seetor debt remained elose to 
75% of GDP in 2012, signifieantly below the euro- 
area average of 145%. 

The eapitalisation of banks eontinued to improve 
reaehing a eapital adequaey ratio (CAR) of 15.3% 
in mid-2013. At almost 11%, the return on equity 
(ROE) remained eonsiderable in the first half of 
2013, double the euro-area average. The non- 
performing loans ratio followed the euro-area trend 
and deteriorated during the erisis to about 6%% in 
2009-2010, up from 3.9% in 2007, before dropping 
to 6% in June 2013. 


Data on private sector debt are based on Consolidated ESA 
95 data of non-financial corporations and households (and 
non-profit institutions serving households) seetors' 
liabilities related to loans and securities other than shares. 


Graph 7. 1 / .Poland - selected banking sector soundness 



Nate: Far 2007 EU-27 nan perfarming laans are a praxy far EA. 

Far2007, EA RaE and CAR averages are unweighted. 
Saurce: ECB, EC calculatians. 


Non-banking institutions sueh as private pension 
funds, asset management eompanies and insuranee 
eompanies play a relatively important role in 
fmaneial intermediation in Poland and represent 
about 30% of the aggregated assets of all 
domestieally-based finaneial institutions at the end 
of 2012. The private pension funds launehed in 
1999 are the biggest players in this eategory with 
assets totalling about EUR 64 billion (end-2012) 
and also belong to the biggest domestie 
institutional investors. Their size is, however, set 
to shrink by about half in mid-2014 as a result of 
new mies eoneeming the distribution of pension 
assets between the publie pay-as-you-go seheme 
and private pension funds. The insuranee seetor 
has also been growing, but its size is still far below 
the euro-area average. It remains dominated by 
three major players eontrolling about 75% of the 
insuranee premia. Investment funds have rapidly 
expanded through 2012 and 2013 inereasing in 
size by 28% and 15%, respeetively, on the baek of 
the good stoek market performanee. 

Stoek market eapitalisation represented 36% of 
GDP in 2013, down from a pre-erisis reeord high 
of 46% of GDP in 2007. Both domestie and 
international investors have aeeess to the Warsaw 
Stoek Exehange (WSE), the latter owning almost 
half of WSE's eapitalisation. The WSE has so far 
not taken part in the European stoek exehange 
eonsolidation proeess. The debt seeurities market, 
amounting to some 64% of GDP in 2013, is the 
largest and most liquid in the region. It is 
dominated by government bonds (over 90% share) 
while eorporate bonds aeeount for about 7% of the 
outstanding amounts. 
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Graph 7. /2:Poland - Recent development of the financial 
System relative to the euro area 



■ Debt Securities Stock market capitalisation «Credit to non-financial corporations BCredit to househoids 

Note: Debt Securities other than shares, excluding tinancial derivatives. 
Source: ECB, Commission Services. 


Since 2006, the supervision of the finaneial seetor 
has been eonsolidated within the Polish Finaneial 
Supervision Authority (KNF). In 2013, the seope 
of KNF's supervision was expanded to also eover 
eredit unions (SKOK), whieh suffered from 
eomparatively low eapital ratios. Nonetheless, 
their total assets make up only a small part of the 
total finaneial seetor balanee sheet. The KNF 
aetively eooperates with its peers in the European 
System of Finaneial Supervisors and has signed 
memoranda of understanding with the home 
authorities of loeal foreign-bank subsidiaries. 
Poland aehieved full eomplianee with the EU 
finaneial serviees legislation and implemented on 
time most of the subsequent direetives. 
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8.1. LEGAL COMPATIBILITY 

8.1.1. Introduction 

The Banca Nationalä a Romäniei (BNR - central 
bank of Romania) is govemed by Law No. 312 on 
the Statute of the Bank of Romania of 28 June 
2004 (hereinafter 'the BNR Law') which entered 
into force on 30 July 2004. 

The BNR law has not been amended since the 
Convergence Report 2012. Therefore, the 
comments provided in the Convergence Report 
2012 are largely repeated in this year's assessment. 
Government Emergency Ordinance 90/2008 on the 
statutory audit of the annual financial Statements 
and of the Consolidated annual financial Statements 
has been amended with a view to achieve 
compatibility with Article 123 TFEU. 

8.1.2. Central Bank independence 

As regards central bank independence, a number of 
incompatibilities and imperfections have been 
identified with respect to the TFEU and the 
ESCB/ECB Statute. 

According to Article 33(10) of the BNR Law, the 
Minister of Public Finances and one of the State 
Secretaries in the Ministry of Public Finances may 
participate, without voting rights, in the meetings 
of the BNR Board. Although a dialogue between a 
central bank and third parties is not prohibited as 
such, this dialogue should be constructed in such a 
way that the Government should not be in a 
Position to influence the central bank's decision- 
making in areas for which its independence is 
protected by the Treaty. The active participation of 
the Minister, even without voting right, in 
discussions of the BNR Board where BNR policy 
is set could structurally offer to the Government 
the possibility to influence the central bank when 
taking its key decisions. Against this background, 
Article 33(10) of the BNR Law is incompatible 
with Article 130 of the TFEU. 

Article 3(1) of the BNR Law needs to be amended 
with a view to ensuring full compatibility with 
Article 130 of the TFEU and Article 7 of the 
ESCB/ECB Statute. Pursuant to Article 3(1) of the 
BNR Law, the members of the BNR's decision- 


making bodies shall not seek or take instructions 
from public authorities or from any other 
institution or authority. First, for legal certainty 
reasons, it should be clarified that the BNR's 
institutional independence is protected vis-ä-vis 
national, foreign and EU institutions or bodies. 
Moreover, Article 3 should expressly oblige the 
government not to seek to influence the members 
of the BNR's decision-making bodies in the 
performance of their tasks. 

The BNR Law should be supplemented by mies 
and procedures ensuring a smooth and continuous 
functioning of the BNR in case of the Governor's 
termination of office (e.g. due to expiration of the 
term of office, resignation or dismissal). So far, 
Article 33(5) of the BNR Law provides that in case 
the Board of BNR becomes incomplete, the 
vacancies shall be filled following the procedure 
for the appointment of the members of the Board 
of BNR. Article 35(5) of the BNR Law stipulates 
that in case the Governor is absent or incapacitated 
to act, the Senior Deputy Governor shall replace 
the Governor. 

Pursuant to Article 33(9) of the BNR Law, the 
decision to recall a member of the BNR Board 
(including the Governor) from office may be 
appealed to the Romanian High Court of Cassation 
and Justice. However, Article 33(9) of the BNR 
Law remains silent on the right of judicial re view 
by the Court of Justice of the European Union in 
the event of the Governor's dismissal provided in 
Article 14.2 of the ESCB/ECB Statute. This 
imperfection should be corrected. 

Article 33(7) of the Law provides that no member 
of the Board of BNR may be recalled from office 
for other reasons or following a procedure other 
than those provided in Article 33(6) of this Law. 
Law 161/2003 on certain measures for 
transparency in the exercise of public dignities, 
public functions and business relationships and for 
the prevention and sanctioning of cormption and 
the Law 176/2010 on the integrity in the exercise 
of public functions and dignities define the 
conflicts of interest incompatibilities applicable to 
the Governor and other members of the Board of 
the BNR and require them to report on their 
interests and wealth. For the sake of legal 
certainty, it is recommended to remove this 
imperfection and provide a clarification that the 
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sanctions for the breach of obligations under those 
Laws do not constitute extra grounds for dismissal 
of the Governor of the Board of BNR, in addition 
to those eontained in Artiele 33 of the BNR Law. 

Aeeording to Artieles 21 and 23 of the Law 
eoneerning the Organisation and funetioning of the 
Court of Auditors (No 94/1992), the Court of 
Auditors is empowered to eontrol the 
establishment, management and use of the publie 
seetor’s finaneial resourees, ineluding BNR's 
finaneial resourees, and to audit the performanee in 
the management of the funds of the BNR. Those 
provisions eonstitute an imperfeetion and thus, for 
legal eertainty reasons, it is reeommended to 
dehne elearly in the Law the seope of audit by the 
Court of Auditors, without prejudiee to the 
aetivities of the BNR’s independent extemal 
auditors, as laid down in Artiele 27.1 of the ECB/ 
ESCB Statute. 

Artiele 43 of the BNR Law provides that the BNR 
must transfer to the State budget an 80% share of 
the net revenues left after dedueting expenses 
relating to the hnaneial year, ineluding provisions 
for eredit risk, and any losses relating to previous 
hnaneial years that remain uneovered. Sueh a 
proeedure eould, in eertain eireumstanees, be seen 
as an intra-year eredit, whieh negatively impaets 
on the hnaneial independenee of the BNR. A 
Member State may not put its eentral bank in a 
Position where it has insufheient hnaneial 
resourees to earry out its ESCB tasks, and also its 
own national tasks, sueh as hnaneing its 
administration and own operations. Artiele 43(3) 
of the BNR Law also provides that the BNR sets 
Up provisions for eredit risk in aeeordanee with its 
mies, after having eonsulted the Ministry of Publie 
Finanee. The eentral bank must be free to 
independently ereate hnaneial provisions to 
safeguard the real value of its eapital and assets. 
Artiele 43 of the BNR Law is ineompatible with 
Artiele 130 of the TFEU and Artiele 7 of the ECB/ 
ESCB Statute and should, therefore, be adapted, to 
ensure that the above arrangements do not 
undermine the ability of the BNR to earry out its 
tasks in an independent manner. 

8.1.3. Prohibition of monetary financing and 
privileged access 

Aeeording to Artiele 26 of the BNR Law, the BNR 
under exeeptional eireumstanees and only on a 
ease-by-ease basis may grant loans to eredit 
institutions whieh are unseeured or seeured with 


assets other than assets eligible to eollateralise the 
monetary or foreign exehange poliey operations of 
the BNR. It eannot be exeluded that sueh lending 
results in the Provision of solveney support to a 
eredit institution that is faeing hnaneial difheulties 
and thereby would breaeh the prohibition of 
monetary hnaneing and be ineompatible with 
Artiele 123 of the TFEU. Artiele 26 of the BNR 
Law should be amended to avoid sueh a lending 
Operation. 

Artieles 6(1) and 29(1) of the BNR Law prohibit 
the direet purehases by the BNR of debt 
Instruments issued by the State, national and loeal 
publie authorities, autonomous publie enterprises, 
national eorporations, national eompanies and 
other majority state-owned eompanies. Artiele 6(2) 
of the BNR Law extends this prohibition to the 
debt instmments issued by other bodies govemed 
by publie law and publie undertakings of other EU 
Member States. Artiele 7(2) of the BNR Law 
prohibits the BNR from granting overdraft 
faeilities or any other type of eredit faeility to the 
State, eentral and loeal publie authorities, 
autonomous publie serviee undertakings, national 
soeieties, national eompanies and other majority 
state owned eompanies. Artiele 7(4) of the BNR 
Law extends this prohibition to other bodies 
govemed by publie law and publie undertakings of 
Member States. These provisions do not fully 
mirror the entities listed in Artiele 123 of the 
TFEU (amongst others, a referenee to Union 
institutions is missing) and, therefore, have to be 
amended. 

Pursuant to Artiele 7(3) of the BNR Law, majority 
state-owned eredit institutions are exempted from 
the prohibition on granting overdraft faeilities and 
any other type of eredit faeility under Artiele 7(2) 
of the BNR Law and benefit from loans granted by 
the BNR in the same way as any other eredit 
institution eligible under the BNR's regulations. 
The wording of Artiele 7(3) of the BNR Law is 
ineompatible with the wording of Artiele 123(2) of 
the TFEU, whieh only exempts publiely owned 
eredit institutions “in the eontext of the supply of 
reserves by eentral banks”, and should be aligned. 

As noted above in point 8.1.2., Artiele 43 of the 
BNR Law provides that the BNR shall transfer to 
the State on a monthly basis 80% of its net 
revenues after deduetion of the expenses related to 
the finaneial year and the uneovered loss of the 
previous finaneial year. This Provision does not 
mle out the possibility of an intra-year antieipated 
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profit distribution under circumstances where the 
BNR would accumulate profit during the first half 
of a year, but suffer losses during the seeond half 
The adjustment would be made by the State only 
after the elosure of the fmaneial year and would 
thus imply an intra-year eredit to the State, whieh 
would breaeh the prohibition on monetary 
finaneing. This Provision is, therefore, also 
ineompatible with the Artiele 123 of the TFEU and 
has to be amended. 

8.1 .4. Integration in the ESCB 

8. 1.4.1 Objectives 

Pursuant to Artiele 2(3) of the BNR Law, the 
seeondary objeetive of the BNR is to support the 
State ’s general eeonomie poliey. Artiele 2(3) of the 
BNR Law eontains an imperfeetion inasmueh as it 
should eontain a referenee to the general eeonomie 
polieies in the Union as per Artiele 127(1) of the 
TFLU and Artiele 2 of the ESCB/ECB Statute, 
with the latter Artieles taking preeedenee over the 
BNR Law. 

8.1. 4.2 Tasks 

The ineompatibilities in the BNR Law are linked 
to the following LSCB/LCB tasks: 

• defmition of monetary poliey and monetary 
funetions, operations and instruments of the 
LSCB (Artieles 2(2)(a), 5, 6(3), 7(1), 8, 19, 20 
and 22(3) and 33(l)(a) of the BNR Law); 

• eonduet of foreign exehange operations and the 
defmition of foreign exehange poliey (Artieles 
2(2)(a) and (d), 9 and 33(l)(a) of the BNR 
Law); 

• holding and management of foreign reserves 
(Artieles 2(2)(e), 9(2)(e), 30 and 31 of the BNR 
Law); 

• right to authorise the issue of banknotes and the 
volume of eoins (Artieles 2(2)(e), 12 to 18 of 
the BNR Law); 

• non-reeognition of the role of the LCB and of 
the Couneil in regulating, monitoring and 
eontrolling foreign eurreney transaetions 
(Artieles 10 and 1 1 of the BNR Law); 


• laek of referenee to the role of the LCB in 
payment Systems (Artieles 2(2)(b), 22 and 
33(l)(b) ofthe BNR Law). 

There are also imperfeetions regarding the: 

• non-reeognition of the role of the LCB and the 
EU in the eolleetion of statisties (Artiele 49 of 
the BNR Law); 

• non-reeognition of the role of the ECB and of 
the Couneil in the appointment of an extemal 
auditor (Artiele 36(1) of the BNR Law); 

• absenee of an Obligation to eomply with the 
ESCB/ECB regime for the finaneial reporting 
of NCB operations (Artieles 37(3) and 40 of 
the BNR Law); 

• non-reeognition of the ECB's right to impose 
sanetions (Artiele 57 of the BNR Law). 

8.1.5. Assessment of compatibility 

As regards the independenee of the BNR, the 
prohibition on monetary finaneing and the BNR's 
integration into the ESCB at the time of euro 
adoption, the legislation in Romania, in partieular 
the BNR Law, is not fully eompatible with the 
eomplianee duty under Artiele 131 of the TFEU. 


8.2. PRICE STABILITY 

8.2.1 . Respect of the referenee volue 

The 12-month average Inflation rate for Romania, 
whieh is used for the eonvergenee evaluation, at 
the last eonvergenee assessment of Romania in 
2012 was well above the referenee value. Average 
annual Inflation inereased from below 3% in mid- 
2012 to 4.5% in mid-2013, before deelining 
sharply thereafter. In April 2014, the referenee 
value was 1.7%, ealeulated as the average of the 
12-month average Inflation rates in Latvia, 
Portugal and Ireland plus 1.5 pereentage points. 
The eorresponding Inflation rate in Romania was 
2.1%, i.e. 0.4 pereentage points above the 
referenee value. Romania's 12-month average 
Inflation rate is projeeted to remain above the 
referenee value in the months ahead. 
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Table 8. 1 : weights 


Romania - Components of inflation 






(percentage change)'^ 

in total 


2008 

2009 

2010 

2011 

2012 

2013 

Apr-14 

2014 

HICP 

7.9 

5.6 

6.1 

5.8 

3.4 

3.2 

2.1 

1000 

Non-energy industrial goods 

3.0 

4.1 

3.5 

3.3 

2.4 

2.0 

1.9 

248 

Energy 

9.9 

4.0 

7.6 

9.3 

6.9 

4.1 

2.5 

122 

Unproeessed food 

7.1 

3.4 

2.9 

5.4 

0.6 

6.4 

2.6 

161 

Proeessed food 

10.9 

7.3 

10.4 

7.5 

3.5 

2.3 

0.7 

214 

Services 

8.2 

8.5 

4.1 

3.5 

4.2 

2.6 

2.8 

256 

HICP excl. energy and unproc. food 

7.6 

6.6 

6.4 

5.0 

3.3 

2.3 

1.9 

717 

HICP at constant taxes 

7.1 

4.0 

1.8 

3.8 

3.2 

3.0 

2.0 

1000 

Administered priees HICP 

7.8 

7.1 

5.4 

7.6 

5.3 

6.0 

4.9 

144 


1 ) Measured by the arithmetic average of the latest 1 2 monthly indices relative to the arithmetic average of the 1 2 monthly indices 
in the previous period. 

Sources: Eurostat, Commission Services. 


Graph 8. / .Romania - Inflation criterion since 2008 

(percent, 12-month moving average) 



Note: The dots in December 2014 show the projected 
reference value and 12-month average intlation in the country. 

Sources: Eurostat, Commission Services' Spring 2014 Forecost. 

8.2.2. Recent inflation developments 

Romania has recorded volatile and elevated 
inflation rates in reeent years. Annual inflation 
peaked at 8.5% in May 2011 following an inerease 
in the Standard VAT rate in mid-2010 and a rise in 
food priees. It feil signifieantly during the seeond 
half of 201 1 and in early 2012 to a low of 1.9% in 
April 2012, mainly due to a favourable base effeet 
supported by a good harvest in 2011 and lower 
energy eommodity priees. Inflation pieked up 
again in the seeond half of 2012 due to rising food 
priees, the impaet of whieh was exaeerbated by the 
large share of food items in the eonsumer basket, 
and the pass-through effeets assoeiated with the 
leu's exehange-rate depreeiation. Energy priee 
inereases following the roadmap to phase out 
administratively-set priees also added to 
inflationary pressures, espeeially by end-2012 and 
at the beginning of 2013. As a result, annual 
inflation remained above 4% between September 
2012 and June 2013. Weak domestie demand and 
an abundant harvest indueed eonsiderable 
disinflation in the seeond half of 2013 whieh was 
supported by the reduetion in the VAT rate on 


bread and flour from 24% to 9% in late 2013. In 
early 2014, annual HICP inflation thus hovered 
around 1.6%. 


Graph 8.2.Romanla - HICP Inflation 



Romania Euroarea 

Source: Eurostat. 


Core inflation (measured as HICP inflation 
exeluding energy and unproeessed food) has been 
on a downward trend from 3.6% in the first quarter 
of 2012 to 1.9% in the first quarter of 2014. The 
main drivers were slowing inflation for serviees 
and proeessed food. The levelling off in late 2012 
was on aeeount of the evolution in proeessed food 
priees, whieh are eorrelated to overall food 
eommodity priees. Annual average produeer priee 
inflation for total industry deereased strongly to 
below 1% in 2013 and turned negative in first 
quarter of 2014, in line with overall reeeding 
inflation pressures. 
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8.2.3. Underlying factors and sustainability of 
inflation 

Macroeconomic policy-mix and cyclical 
stance 

The Romanian economy growth accelerated to 
3.5% in 2013 and is estimated to continue to 
operate slightly above potential in 2014 and 2015. 
A very weak harvest and the diffieult external 
environment resulted in a slowdown of GDP 
growth to only 0.7% in 2012. GDP growth 
inereased to 3.5% in 2013 on the baek of a very 
good harvest and strong exports, while dorne stie 
demand remained weak. Aeeording to the 
Commission serviees' 2014 Spring Foreeast 
growth is set to slow, but to remain robust at 2.5% 
in 2014 and 2.6% in 2015, amid a gradual 
rebalaneing of growth drivers towards domestie 
demand. The output gap is estimated to have 
narrowed to 1.6% of GDP in 2013 and it is 
expeeted to further deeline over the foreeast 
horizon. 

The fiseal stanee, as measured by ehanges in the 
struetural balanee, bas tightened in 2011-2013. 
Signifieant fiseal adjustment measures have been 
adopted under the joint EU-IMF finaneial 
assistanee programme to bring publie finanees 
baek on a sustainable path. The paee of fiseal 
tightening bas deelined, from a struetural 
adjustment of some 214% of GDP in 2011 and 
1%% of GDP in 2012 to y4% in 2013. The 
struetural adjustment is expeeted to be limited in 
2014-2015. 

The BNR, operating within an inflation targeting 
framework (^^), kept its key poliey rate stähle at 
5.25% from Mareh 2012 until May 2013, amid 
uneertainties related to a temporary spike in 
inflation due to rising food priees and related to the 
liberalisation of eertain eategories of administered 
priees. In view of an improved inflation outlook, it 
gradually eut the poliey rate by a total of 175 basis 
points between July 2013 and in February 2014, in 
Order to stimulate lending and domestie demand. It 
also redueed minimum reserve requirements with 
the medium term goal to align them inereasingly 
with ratios prevailing in the rest of the EU. 
Nevertheless, the banking seetor's loan portfolio 


Year-end annual inflation targets of 3.0% in terms of 
annual consumer price index growth (with a tolerance band 
of ± 1 percentage point) were set for end-2011 and end- 
2012. Starting in 2013, the BNR follows a flat multi-annual 
inflation target of 2.5% (± Ipp.). 


eontraeted in 2013 and eredit growth remained 
negative at the beginning of 2014. 

Wages and labour costs 

The labour market Situation was eonsiderably 
affeeted by the eeonomie downturn. After three 
years of eontinuous deeline, total employment 
grew in 2012 only to deerease somewhat again in 
2013, despite a strong piek-up in eeonomie 
growth. It is expeeted to expand only gradually in 
2014-2015. The unemployment rate bas fluetuated 
between 7.0% and 7.3% in reeent years and is 
expeeted to remain at a similar level. 

Nominal eompensation per employee deelined in 
the period 2009-2011, but reeovered strongly in 
2012 and 2013. Compensation per employee is 
expeeted to inerease further by around 5% in 2014- 
2015. Labour produetivity growth was negative in 
2012 with employment reeovering faster than 
output. Labour produetivity pieked up in 2013 on 
the baek of eeonomie reeovery and deereasing 
employment. It is projeeted to inerease by about 
2% in 2014-15, in line with a projeeted moderate 
paee of eeonomie expansion aeeompanied by 
sluggish employment growth. As a result, growth 
of nominal unit labour eosts (ULC) is expeeted to 
remain relatively moderate, at around 3% in 2014- 
2015. 

Graph 8.3.Romania - Inflation, produetivity and woge trends 



Produetivity (reai GDP per person empioyed) 

— — — — - Nominai compensation per employee 
Nominai unit iabour costs 
HiCP inflation 

Source: Eurostat, Commission Services' Spring 2014 Foreeast. 


External factors 

Given its deepening integration into the world and 
the EU eeonomy, developments in import priees 
play an important role in domestie priee formation 
in Romania. Import priee inflation (measured by 
the imports of goods deflator) outpaeed eonsumer 
priee inflation in 2011-2012, before turning 
negative in 2013. 
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Table 8.2: 

Romania - Other Inflation and cost indicators (annual percentage change) 



2008 

2009 

2010 

2011 

2012 

2013" 

2014"' 

2015^ 

HICP inflation 









Romania 

7.9 

5.6 

6.1 

5.8 

3.4 

3.2 

2.5 

3.3 

Euro area 

3.3 

0.3 

1.6 

2.7 

2.5 

1.3 

0.8 

1.2 

Private consumption deflator 








Romania 

10.0 

3.7 

7.7 

4.3 

3.9 

4.4 

2.9 

3.2 

Euro area 

2.7 

-0.4 

1.6 

2.4 

2.1 

1.3 

0.9 

1.3 

Nominal compensation per employee 








Romania 

31.9 

-1.9 

-3.3 

-4.1 

3.6 

6.2 

5.4 

4.5 

Euro area 

3.5 

1.8 

2.0 

2.2 

2.0 

1.7 

1.6 

1.9 

Labour productivity 

Romania 

7.3 

-4.7 

-0.9 

3.2 

-0.8 

3.7 

2.1 

1.9 

Euro area 

-0.3 

-2.4 

2.6 

1.4 

0.2 

0.5 

0.9 

1.0 

Nominal unit labour costs 









Romania 

22.9 

2.9 

-2.4 

-7.0 

4.4 

2.5 

3.3 

2.5 

Euro area 

3.8 

4.3 

-0.6 

0.7 

1.8 

1.1 

0.7 

0.8 

Imports of goods deflator 

Romania 

17.2 

2.2 

6.1 

6.5 

6.0 

-2.1 

0.2 

0.9 

Euro area 

4.2 

-8.1 

5.7 

6.6 

2.3 

-1.9 

-1.0 

0.8 


1) 2013 dato (except HICP Inflation) ore estimates. 

2) Commission Services' Spring 2014 Forecost. 

Source: Eurostat, Commission Services. 


Energy and food commodity prices have been an 
important determinant of Import price Inflation in 
Romania, in particular given the large weight of 
these eategories in the Romanian HICP. Folio wing 
a substantial inerease in 2011, the eontribution of 
energy priees to HICP Inflation deelined gradually 
to about 0.5 pp. in 2013 as primary eommodity 
priees remained broadly flat in 2012-2013. 

Fluetuations of the leu have only moderately 
influeneed Import priee dynamies in reeent years. 
The nominal effeetive exehange rate (measured 
against a group of 36 trading partners) depreeiated 
somewhat in mid-2012 refleeting volatile eapital 
flows and politieal uneertainty. It reeovered again 
in late 2012 and early 2013 and then remained 
broadly stable throughout 2013 and in early 2014. 

Administered priees and taxes 

Changes in administered priees and indireet taxes 
have signifleantly eontributed to inflationary 
pressures in Romania in reeent years. 
Administered priees have a somewhat larger 
weight in the HICP basket of around 15% 
(eompared to 13% in the euro area) (^^). Annual 


According to the Eurostat definition, administered priees in 
Romania include inter alia regulated electricity and gas 
priees, regulated utility priees, medieal produets, postal 
Services and cultural Services and part of public transport. 


Inflation in administered priees deereased from 
7.6% in 201 1 to 5.3% in 2012 on the baek of stable 
eommodity priees and a favourable base effeet 
stemming from ehanges in taxation in 2011. It 
inereased to 6.0% in 2013. The liberalisation of 
priees of gas and eleetrieity for households started 
in the seeond half of 2013. This is, ceteris paribus, 
expeeted to put upward priee pressure on energy 
and therefore on administered priees. Relatively 
low international eommodity priees however 
eounterbalaneed this upward pressure in the 
seeond half of 2013. 

Inereases in fuel and tobaeeo exeise duties 
eontributed moderately to Inflation in Romania in 
2012 and 2013. As a result, the eonstant tax- 
inflation measure remained below HICP inflation 
in 2012 and during the first half of 2013. The 
reduetion of VAT rates on bread and flour 
eontributed to the inversion of the trend in late 
2013. By April 2014, annual eonstant tax-inflation 
was some 0.1 pp. below HICP inflation. 


For details, see http://epp.eurostat.ec.europa.eu/ 
portal/page/portaEhicp/documents_meth/HICP- AP/HICP_ 
AP_classification_20 1 1_20 1 4_02 .pdf 
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Medium-term prospects 

According to the Commission Services' 2014 
Spring Forecast, annual inflation is projected to 
decelerate from 3.2% in 2013 to 2.5% in 2014, 
mainly due to falling food prices, reaching 
historical lows in the first half of 2014. Inflation is 
expected to retum to the upper part of the central 
bank's target band (2.5%±lpp.) in the second half 
of the year. In 2015, a gradual recovery in 
dorne Stic demand and continued price convergence 
towards the EU average are expected to translate 
into higher annual average inflation (3.3%). It 
should nevertheless still remain within the central 
bank's target band. 

Risks to the inflation outlook are broadly balanced. 
Domestic demand might surprise on the upside 
leading to inflationary pressures. Upside risks are 
also related to a possible rise of global commodity 
prices, with the overall impact amplified by the 
relatively large weight of Commodities in the 
consumption basket. A gradual withdrawal of 
monetary Stimulus in the US and associated Capital 
outflows from emerging markets might exert some 
downward pressure on the exchange rate which 
would feed into higher inflation. On the other 
band, the continued need for banks to repair their 
balance sheets might constrain credit flows. Low 
inflation in the euro area might also spill-over via 
the extensive trade links with the Romanian 
economy. 

Over the long run, there is significant potential for 
further price level convergence, in line with the 
expected catching-up of the Romanian economy 
(with income levels at about 46% of the euro-area 
average in PPS in 2013). The level of consumer 
prices in Romania was around 54% of the euro- 
area average in 2012, with the relative price gap 
widest for Services. 

Medium-term inflation prospects will hinge upon 
productivity and wage developments as well as on 
developments in some categories of administered 
prices. The liberalisation of electricity and gas 
markets, as agreed under the joint EU-IMF 
financial assistance Programme, should, ceteris 
paribus, imply sizeable inflationary pressures 
during 2014-2018. The actual impact of such 
measures on inflation will also depend on 
developments in global commodity prices and on 
further price liberalisation. Anchoring inflation 
expectations at a low level will be also important 
going forward. A prudent fiscal policy and 
continuation of structural reforms, reaffirmed by 


the commitments of the Romanian authorities 
under the ongoing joint EU-IMF assistance 
Programme, should support sustainable 
convergence going forward. 


8.3. PUBLIC FINANCES 

8.3.1 . Recent fiscal developments 

On 21 July 2013, the Council decided to abrogate 
the decision on the existence of an excessive 
deficit according to Article 126 (12) TFEU, 
thereby closing the excessive deficit procedure for 
Romania (^^). 

Since 2009, Romania benefited from medium-term 
financial assistance from the EU provided in 
conjunction with a stand-by arrangement by the 
IMF. Romania was able to regain market access 
during the first financial assistance programme 
(2009-2011) and has treated the second 
Programme (2011-2013) as pre-cautionary. In July 
2013, the authorities requested a third financial 
assistance programme, also of pre-cautionary 
nature, which was granted by the Council in 
October 2013 (^^). The current programme, 

running until 2015, aims to support Romania in 
reaching its medium-term budgetary objective in 
2015, as recommended by the Council to 
improve fiscal governance and to implement other 
structural reforms. 

During the crisis, the headline government deficit 
peaked at 9.4% of GDP in 2009. The authorities 
opted for a front-loading of fiscal consolidation 
focused on the expenditure side, but also involving 
some revenue measures. This included reduction 
of public wages, reduction in social spending and 
an increase in the Standard VAT rate and helped 
the deficit to decline to 5.5% of GDP in 2011. 
Total expenditure declined from 39.4% of GDP in 
2011 to 35.0% in 2013. Since 2011, the revenue- 
to-GDP ratio decreased from 33.9% to 32.7% in 
2013. 


An OverView of all exeessive deficit procedures can be 

found at: littp://ec.europa.eu/economy_finance/ 

economic_govemance/ sgp/ deficit/index_en.htm 

The precautionary international assistance package 

provides for a total of EUR 4 billion, equally split between 

EU and IMF. For further Information on this and past 

programmes, see http://ec.europa.eu/economy_finance/ 

assistance_eu_ms/romania/index_en.htm 

http ://ec . europa. eu/ europe2020/ making-it-happen/country- 

specific-recommendations/index_en.htm 
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Table 8.3: 

Romania - Budgetary developments and projections (as % of GDP unless indicated otherwise) 


Outturn and forecast ' 

2008 

2009 

2010 

2011 

2012 

2013 

2014 

2015 

General government balanee 

-5.7 

-9.0 

-6.8 

-5.5 

-3.0 

-2.3 

-2.2 

-1.9 

- Total revenues 

33.6 

32.1 

33.3 

33.9 

33.7 

32.7 

32.6 

32.8 

- Total expenditure 

39.3 

41.1 

40.1 

39.4 

36.7 

35.0 

34.8 

34.7 

of whieh: 









- Interest expenditure 

0.7 

1.5 

1.5 

1.6 

1.8 

1.8 

1.8 

1.8 

p.m.: Tax bürden 

28.8 

27.7 

27.6 

28.5 

28.5 

27.7 

27.6 

27.7 

Primary balanee 

-5.0 

-7.5 

-5.3 

-3.9 

-1.2 

-0.5 

-0.5 

-0.2 

Cyelieally-adjusted balanee 

-8.5 

-9.1 

-6.0 

-5.0 

-1.9 

-1.7 

-1.8 

-1.7 

One-off and temporary measures 

-0.5 

0.5 

0.0 

-1.2 

0.5 

0.0 

0.0 

0.0 

Struetural balanee 

-8.0 

-9.6 

-6.1 

-3.8 

-2.5 

-1.7 

-1.8 

-1.7 

Government gross debt 

13.4 

23.6 

30.5 

34.7 

38.0 

38.4 

39.9 

40.1 

p.m: Real GDP growth (%) 

7.3 

-6.6 

-1.1 

2.3 

0.6 

3.5 

2.5 

2.6 

p.m: Output gap 

8.6 

0.2 

-2.3 

-1.8 

-3.2 

-1.6 

-1.2 

-0.8 


Convergence Programme 2014 2015 2016 2017 


General government balanee 

-2.2 

-1.4 

-1.3 

-1.1 

Struetural balanee 

-1.8 

-1.0 

-1.0 

-0.9 

Government gross debt 

39.9 

39.6 

39.1 

38.5 

p.m. Real GDP (% ehange) 

2.5 

2.6 

3.0 

3.3 


1) Commission Services’ Spring 2014 Forecast. 

2) Cyclically-adjusted balance excluding one-off and other temporär/ measures. 


3) Commission Services’ calculations on the basis of the information in the Programme. One-off and other temporär/ measures are; 
0.6% of GDP in 2006, 0.1% of GDP in 2007, 0.5% of GDP in 2008 and 1 .2% of GDP in 201 1 , all deficit increasing; 0.5% of GDP in 2009, 
deficit-decreasing. 

Sources: Commission Services, the 2014 Convergence Programme of Romania. 


In 2012, the deficit decreased further to 3.0% of 
GDP. This was mainly driven by measures on the 
expenditure side. Social security spending was 
lowered by keeping pensions mostly flat and by 
streamlining the social assistance programmes. 
Excises for tobacco and diesel were raised to 
strengthen the revenue side. 2013 saw a further 
decline of the headline deficit to 2.3% of GDP. 
Reductions in expenditure provided for the 
adjustment of the deficit, including savings in 
social assistance. 

Revenue measures included: i) the introduction of 
a turnover tax for certain SMEs; ii) the 
introduction of a tax on windfall gains related to 
the deregulation of gas prices; and iii) increases of 
excises on tobacco and alcoholic beverages. These 
revenue measures were offset by weak tax 
Collection due to less tax-rich growth, the 
restructuring of the tax administration agency and 
a reduction in the VAT on bread and flour. The 
structural deficit decreased from 3.8% of GDP in 
2011 to 1.7% in 2013 according to the 
Commission Services' 2014 Spring Forecast. 

The debt-to-GDP ratio, which stood at 13.4% in 
2008, increased significantly as a result of high 
government deficits and unfavourable effects from 


higher interest rates and stock-flow adjustments. It 
has nonetheless stabilised below 39% in 2012- 
2013 thanks to the reduced deficit and improved 
fmancing conditions. At the end of 2013, public 
debt stood at 38.4% of GDP. 

8.3.2. Medium-term prospects 

The budget for 2014 was adopted by Parliament on 
4 December 2013 targeting a deficit of 2.2% of 
GDP. The consolidation measures adopted are 
mainly on the revenue side and ine lüde: i) an 
increase in excises on fuel; ii) the introduction of 
Inflation indexation of excise duties; iii) a base 
broadening of the property tax; and iv) an increase 
in royalties on mineral resources other than oil and 
gas. Policies increasing the expenditure include the 
indexation of pensions foreseen by law and a 
limited and targeted rise in public sector salaries. 
The budget also allows for a rise in expenditure 
related to the co-financing of EU funds to cater for 
accelerated ab Sorption. 

Taking these measures into account the 
Commission Services' 2014 Spring Forecast 
projects a deficit of 2.2% of GDP in 2014, in line 
with the authorities' target. In 2015, the nominal 
deficit is expected to decrease further to 1.9% of 
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GDP under a no-policy-change assumption. Under 
this scenario, the policies implemented by the 
authorities are expected to lead to a slight decrease 
in the expenditure-to-GDP ratio. It is expected to 
decrease from 35.0% in 2013 to 34.7% in 2015. 
Revenue as a percent of GDP is expected to 
increase slightly from 32.7% in 2013 to 32.8% in 
2015. According to the Commission Services' 2014 
Spring Forecast, the underlying fiscal position in 
2014-2015, as measured by the change in the 
stmctural balance (cyclically-adjusted balance 
excluding one-offs and other temporary measures), 
is expected to remain unchanged. The debt-to- 
GDP ratio is expected to increase to 40.1% of GDP 
in 2015. 

Romania submitted the 2014 Convergence 
Programme on 5 May 2014. The Programme aims 
to reach the MTO in 2015. The Convergence 
Programme foresees a deficit of 2.2% of GDP in 
2014, 1.4% of GDP in 2015, 1.3% of GDP in 2016 
and 1.1% of GDP in 2017. The Commission 
Services' 2014 Spring Forecast expects the deficit 
to slightly decrease to 2.2% of GDP in 2014 and 
further to 1.9% of GDP in 2015 under a no-policy- 
change assumption. 

Further details on the assessment of the 2014 
Convergence Programme for Romania can be 
found in the Commission Staff Working 
Document, which accompanies the Commission 
Recommendation for a Council Recommendation 
on the National Reform Programme 2014 of 
Romania and delivering a Council Opinion on the 
2014 Convergence Programme of Romania. 

In March 2012, Romania signed the Treaty on 
Stability, Coordination and Govemance in the 
EMU and declared its intension to comply with the 
Title III Fiscal Compact already now. This implies 
an additional commitment to conduct a stability- 
oriented and sustainable fiscal policy. The TSCG 
will apply to Romania in its entirety upon lifting 
its derogation from participation in the single 
currency. The Fiscal Responsibility Law was 
amended on 10 December 2013 with a view to 
comply with the above-mentioned Treaty. 


8.4. EXCHANGE RATE STABILITY 

The Romanian leu does not participate in ERM II. 
Romania has been operating a de jure managed 
floating exchange rate regime since 1991 with no 


preannounced path for the exchange rate (^^). De 
facto, the exchange rate regime moved gradually 
from a strongly managed float - including through 
the use of administrative measures until 1997 - to 
a more flexible one. In 2005, Romania shifted to a 
direct inflation targeting framework combined 
with a floating exchange rate regime. The BNR 
has, nonetheless, stressed that currency 
Intervention remains available as a policy 
instrument. 

After the global financial crisis in late 2008 and 
early 2009, the leu broadly stabilised and mostly 
traded between 4. 1-4.3 RON/EUR from 2009 until 
late 2011. The lower short-term volatility of the 
leu reflected - in addition to the positive effects 
associated with the EU-IMF international financial 
assistance to Romania and easing global market 
conditions - also operations by the BNR in the 
interbank as well as in the foreign exchange 
market. The leu depreciated towards historical 
lows of above 4.5 RON/EUR in July 2012. It 
firmed somewhat in late 2012 and early 2013, as 
foreign interest in leu-denominated assets 
increased following the parliamentary elections in 
December 2012. The leu's exchange rate against 
the euro temporarily depreciated in May-June 

2013, reflecting heightened global risk aversion, 
but the weakening was more moderate in 
comparison with other regional peers operating 
under floating exchange rate regimes. The leu 
came again under depreciation pressures in early 

2014. Düring the two years before this assessment, 
the leu depreciated against the euro by 1.9%. 

Graph 8.4;Exchange rates - RON/EUR 

(monthly averages) 



Source: ECB. 

The gross international reserves remained robustly 
high in 2012 and 2013, amounting on average to 


On 1 July 2005 the Romanian Leu (ROL) was replaeed by 
the new leu (RON), with a eonversion faetor of 1 RON = 
10,000 ROL. For eonvenienee, however, the text of this 
report eonsistently refers to leu, meaning ROL before and 
RON after the eonversion. 
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around EUR 35bn, despite gradual repayments of 
international financial assistance. Its short-term 
fluctuations in recent years have mainly reflected 
changes in the foreign exchange reserve 
requirements of credit institutions, as well as 
foreign exchange operations by the government. 
The reserve level was at around 25% of GDP by 
end-2013. 


Graph 8.5.Romania - 3-M Robor spread to 3-M Euribor 

(basis points, monthly values) 



Short-term interest rate differentials vis-ä-vis the 
euro area decreased to below 400 basis points by 
end-201 1. They widened again during 2012, as the 
ECB loosened its policy stance, while rates on the 
Romanian money market increased substantially 
due to political instability concems. After peaking 
at above 580 basis points in late 2012, short-term 
spreads declined gradually throughout 2013 to 
around 200 basis points by end-2013, reflecting 
considerable monetary policy easing by the BNR 
from July 2013 to February 2014 by reducing the 
key policy rate by 175bps. At the cut-off date of 
this report, the 3-month spread vis-ä-vis the euro 
area increased to around 270 basis points. 


8.5. LONG-TERM INTEREST RATES 

Long-term interest rates in Romania used for the 
convergence examination reflect secondary market 
yields on a single government benchmark bond 
with a residual maturity of around nine years. 
However, the limited number of Romanian long- 
term bonds issued and the illiquidity of the 
secondary market may pose some difficulties in 
interpreting the data. 

The Romanian 12-month moving average long- 
term interest rate relevant for the assessment of the 
Treaty criterion stayed above the reference value at 
each convergence assessment since EU accession 
in 2007. It peaked at 9.7% in the fourth quarter of 


2009, but gradually declined thereafter and 
hovered at just around 7% in 2011. It was above 
the reference value at the time of the last 
convergence assessment of Romania in 2012. 
Since then, it declined further to around 5.5% by 
the end of 2012 and floated around 5.3% over the 
most of 2013. In April 2014, the latest month for 
which data are available, the reference value, given 
by the average of long-term interest rates in Latvia, 
Portugal and Ireland plus 2 percentage points, 
stood at 6.2%. In that month, the 12-month moving 
average of the yield on the Romanian benchmark 
bond stood at 5.3%, i.e. 0.9 percentage points 
below the reference value. 


Graph 8.6.Romania - Long-term interest rate criterion 



Romania o Reference value 

Source: Commission Services. 


After having remained at just above 7% for most 
of the period 2010-2011, long-term interest rates 
declined gradually to below 5.5% in the second 
quarter of 2013, reflecting a reduced country risk 
premium backed by a solid fiscal consolidation 
track record as well as a gradual downward 
adjustment of the expected path of interbank rates 
and the precautionary EU-IMF programme. They 
then remained broadly stable, hovering between 
5% and 5%% until early 2014. At the same time, 
the long-term spread vis-ä-vis the German 
benchmark bond declined from above 500 basis 
points in late 2012 to below 350 basis points in late 
2013 and it stood at around 380 basis points in 
April 2014 (’*’). 


The reference to the German benchmark bond is included 
for illustrative purposes, as a proxy of the euro area long- 
term AAA yield. 
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Graph 8.7:Romania - Long-term Interest rates 



8.6. ADDITIONAL FACTORS 

The Treaty (Artiele 140 TFEU) ealls for an 
examination of other faetors relevant to eeonomie 
Integration and eonvergenee to be taken into 
aeeount in the assessment. The assessment of the 
additional faetors - ineluding balanee of payments 
developments, produet, labour and fmaneial 
market Integration - gives an important indieation 
of a Member State's ability to integrate into the 
euro area without diffieulties. 

In November 2013, the Commission published its 
third Alert Meehanism Report (AMR 2014) 
under the Maeroeeonomie Imbalanee Proeedure 
(MIP - see also Box 1.5). The AMR 2014 
seoreboard showed that Romania exeeeded the 
indieative threshold in two out of eleven indieators 
in the area of external imbalanees (i.e. the net 
international Investment position and the eurrent 
aeeount de fielt). Romania eurrently benefits from a 
preeautionary EU-IMF finaneial assistanee 
Programme totalling up to about EUR 4 billion 
whieh is foreseen to last until September 2015. 
Close surveillanee related to this arrangement 
implies that Romania is not subjeet to in-depth 
reviews in the eontext of the MIP in order to avoid 
the duplieation of surveillanee proeedures (^^). 

8.6.1. Developments of the balanee of 
payments 

Romania's external balanee (i.e. the eombined 
eurrent and eapital aeeount) improved markedly 
during the global erisis. After having reeorded a 
defieit of around 4% of GDP in 2009-2011 it 
narrowed somewhat in 2012 and then shifted into a 


http ://ec.europa.eu/europe2020/pdt720 1 4/amr20 1 4_en.pdf 
http :// eur-lex. europa. eu/LexUri Serv/ 
LexUriServ.do?uri=OJ:L:2013:140:0001:0010:EN:PDF 


surplus in 2013. The improvement in the external 
balanee refleeted a signifieant deeline in the trade 
defieit, due to strong export growth and mostly flat 
Imports. The negative net ineome balanee widened 
in 2012-2103, refleeting an inerease in FDI-related 
Profits. At the same time, the positive balanee of 
eurrent transfers remained broadly stähle. Finally, 
the eapital aeeount reeorded an inereasing surplus 
due to improved absorption of EU funds. 

Romania's saving-investment gap eontinued to 
narrow from 4.5% in 2011 to 1.0% in 2013. Both 
gross savings and Investment deelined somewhat 
in 2012. While savings inereased again in 2013, 
Investment eontinued to deeline, indueing the 
signifieant adjustment of the eurrent aeeount 
balanee. The need of the eorporate seetor to repair 
its balanee sheets appears to have been the main 
driver, while the savings-investment gap of the 
publie seetor also eontinued to narrow. 

Graph 8.8:Romania - Saving and Investment 



■ Gross national saving Gross Capital formation at current prices; total economy 

Source: Eurostat, Commission Services. 

External priee and eost eompetitiveness eontinued 
to improve in the first half of 2012, largely due to 
NEER depreeiation. Competitiveness then 
deteriorated somewhat in 2013, as NEER 
appreeiation was aeeompanied by relatively higher 
priee and eost inereases in Romania eompared to 
its main trading partners. Nevertheless, Romania 
managed to inerease its export market share 
eonsiderably in 2013. 
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Table 8.4: 

Romania - Balance of payments (percentage of GDP) 



2008 

2009 

2010 

2011 

2012 

2013 

Current account 

-11.6 

-4.2 

-4.4 

-4.5 

-4.4 

-1.1 

of which: Balance of trade in goods 

-13.6 

-5.8 

-6.1 

-5.6 

-5.6 

-2.4 

Balance of trade in Services 

0.5 

-0.2 

0.3 

0.3 

0.9 

1.9 

Income balance 

-2.7 

-1.6 

-1.5 

-1.7 

-2.3 

-3.2 

Balance of current transfers 

4.3 

3.5 

2.9 

2.5 

2.6 

2.6 

Capital account 

0.4 

0.5 

0.2 

0.5 

1.4 

2.3 

External balance 

-11.1 

-3.6 

-4.2 

-4.0 

-3.0 

1.2 

Financial account 

12.6 

4.7 

4.6 

3.6 

2.4 

-2.0 

of which: Net FDI 

6.7 

3.0 

1.8 

1.4 

1.7 

1.9 

Net portfolio inflows 

-0.4 

0.4 

0.7 

1.3 

2.7 

2.7 

Net other inflows 

6.3 

2.3 

4.7 

1.7 

-3.1 

-5.1 

Of which International financial assistance 


7.5 

6.4 

1.8 

-0.6 

-2.8 

Change in reserves (+ is a decrease) 

0.1 

-1.0 

-2.6 

-0.7 

1.1 

-1.4 

Financial account without reserves 

12.6 

5.8 

7.2 

4.3 

1.3 

-0.6 

Errors and omissions 

-1.5 

-1.1 

-0.4 

0.4 

0.6 

0.8 

Gross Capital formation 

31.3 

25.4 

25.6 

26.8 

26.0 

22.9 

Gross saving 

19.8 

21.2 

21.2 

22.4 

21.5 

21.9 

External debt 

51.8 

68.7 

74.4 

75.1 

75.8 

67.5 

International Investment position 

-53.4 

-62.2 

-63.7 

-65.4 

-67.5 

-62.3 


1) The combined current and Capital account. 

2) Including financial derivatives. 

Sources: Eurostat, Commission Services, National Bank of Romania. 


Graph 8.9:Romania - Effective exchange rotes 



Source: Commission Services. 


Romania has been a recipient of international 
financial assistance since 2009. When the 
international financial turmoil escalated in late 
2008, the large external shortfall in combination 
with the banking System' s heavy reliance on 
foreign funding raised concerns about external 
debt sustainability. The first two-year joint EU- 
IMF financial assistance programme of around 18 
billion euros was provided to Romania amid 
tightening market conditions and growing 
govemment refinancing needs in 2009. It was 
followed by two joint EU-IMF programmes, 
granted in 2011 and 2013. Unlike the first 


Programme, both subsequent programmes have 
been treated as precautionary, and no funding has 
been requested so far. 

External financing pressures eased further in 2012- 
2013 amid improvement in the external balance 
and recovery in global risk appetite. Net FDI 
inflows, which had fallen sharply in 2009-10, 
broadly stabilised in 2011-13, averaging around 
1.5% of GDP. Net portfolio inflows increased 
gradually in recent years to nearly 3% of GDP in 
2012 and 2013. The success in attracting 
significant amounts of portfolio Investment into 
govemment securities also reflected the inclusion 
of Romania in a number of international 
benchmark indices. Net other inflows turned 
negative in 2012 and 2013 due to repayments of 
international financial assistance. Gross external 
debt rose in 2011-2012 to above 75% of GDP 
mainly driven by an increase of public external 
debt. It declined to below 70% of GDP in 2013, 
due to a reduction of banks' external debt and 
plateauing public external debt. The net 
international Investment position peaked at -68% 
of GDP in 2012. It has declined to some -62% of 
GDP in 2013, on the back of the strong current 
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Table 8.5: 

Romania - Product market integration 


2007 

2008 

2009 

2010 

2011 

2012 

Trade openness (%) 

36.3 

37.0 

33.6 

38.3 

42.7 

43.0 

Intra-EA trade in goods GDP ratio (%) 

17.5 

16.9 

15.8 

17.9 

19.8 

19.5 

Intra-EA trade in serviees GDP ratio (%) 

n.a. 

3.3 

3.3 

2.8 

3.0 

3.4 

Extra-EA trade in goods GDP ratio (%) 

14.9 

15.6 

13.0 

15.9 

18.3 

18.3 

Export in high teehnology (%) 

3.5 

5.4 

8.2 

9.8 

8.8 

6.3 

High-teeh trade balanee (%) 

-2.6 

-2.2 

-1.5 

-1.6 

-1.5 

-1.8 

Total FDI inflows GDP ratio (%) 

5.8 

6.8 

2.9 

1.8 

1.4 

1.6 

Intra-EA FDI inflows GDP ratio (%) 

5.1 

n.a. 

3.0 

n.a. 

1.2 

0.9 

FDI intensity 

3.0 

3.5 

1.4 

0.9 

0.7 

0.8 

Internal Market Direetives (%) 

0.8 

0.4 

0.3 

0.5 

1.2 

0.4 

Time to Start up a new eompany 

9.0 

9.0 

9.0 

9.0 

13.5 

9.5 

Real house priee Index 

n.a. 

158.5 

116.8 

100.0 

82.3 

74.0 

Residential investment (%) 

2.4 

3.2 

3.0 

3.0 

2.7 

n.a. 

Building permits Index 

134.5 

144.9 

115.8 

100.2 

93.6 

89.9 


1 ) (Imports + Exports of goods and Services / (2 x GDP at current market prices)) x lOO (Foreign Trade Statistics, Balance of Payments). 

2) (Intra-EA-18 Imports + Exports of goods / (2 x GDP at current market prices)) x lOO (Foreign Trade Statistics). 

3) Intra-EA-l 7 trade in Services (average credit and debit in % of GDP at current prices) (Balance of Payments). 

4) (Extra-EA-l8 Imports + Exports of goods / (2x GDP at current market prices)) x lOO (Foreign Trade Statistics). 

5) Taken directly from Eurostat's databases: Exports of high technology products as a share of total exports. 

6) (Exports - Imports in high tech) / GDP at current prices x lOO, since 2007 the data based upon SITC Rev. 4 (earlierSITC Rev. 3). 

7) Total FDI inflows (in % of GDP at current prices). 

8) Intra-EA-l 7 FDI inflows (in % of GDP at current prices). 

9) FDI intensity (average intra-EU-27 inflows and outflows in % of GDP at current prices). 

1 0) Percentage of internal market directives not yet communicated as having been transposed, in relation to the total number. 

1 1 ) Time to Start a new Company (in days), Doing Business World Bank. 

12) Deflated house price Index (2010=100), Eurostat. 

13) Gross Capital formation in residential buildings (in % of GDP), Eurostat. 

14) Number of new residential building permits (2010=100), Eurostat. 

Sources: Eurostat, Sectoral Performance Indicators Database (SPI), Commission Services. 


account adjustment and robust nominal economic 
growth. 

According to the Commission Services' 2014 
Spring Forecast, the extemal balance is expected to 
remain broadly balanced in 2014 and in 2015. 
Romania's external position is expected to benefit 
from a higher absorption of EU funds. 

8.6.2. Market integration 

Romania's economy is well integrated into the euro 
area through both trade and Investment. The trade 
openness of Romania has increased significantly in 
the aftermath of the crisis, but is still relatively 
low. Trade openness in 2012 stood at around 43% 
of GDP. Trade with the euro area dominates, and 
in particular with Germany, Italy, France and the 
Netherlands. 

Romania's trade pattem reflects the country's 
labour-cost advantages and price competitiveness. 
However, its trade specialisation has changed to 


some extent in the recent years, taking advantage 
from its increased integration with the EU 
economy and from substantial technology transfers 
by Companies from the euro-area Member States. 
The cumulative share of a few sectors (namely 
machinery and electrical equipment, vehicles, 
aircraft, vessels) increased significantly in recent 
years, reaching almost 40% in 2012. However, the 
upward trend in the share of high-technology 
products in exports reversed to just 6.3% GDP in 
2012 in comparison with the 8.8% reached in 
2011. This decline is explained to a large extent by 
the relocation abroad of an important cell phone 
manufacturer. The high-tech trade balance deficit 
declined significantly from 2007 to 2011, but 
experienced a slight rebound in 2012. This is in 
part explained by reduced investment, 
deleveraging and a significant fall in FDI inflows. 

Due to wage competitiveness, favourable corporate 
tax rates and a relatively large dorne stic market, 
Romania attracted substantial FDI inflows in the 
years before the crisis. However, in the aftermath 
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of the crisis FDI inflows declined considerably. 
FDI inflows have remained relatively low, at 
around 1.5% of GDP in 2011-2012. Despite a 
slight recovery in 2013, they are expected to 
remain substantially below their pre-crisis level. 
The FDI stock reached 56% of GDP in 2012, much 
lower than in other non-euro area Member States. 
The main FDI inflows originale from euro-area 
Member States, with the Netherlands, Austria and 
Germany accounting for more than half of the FDI 
inflows in 2012. In terms of sectoral allocation, the 
FDI stock was 31% in manufacturing, some 19% 
in financial intermediation and Insurance, and 9% 
in construction and real e state. In Romania, FDI 
has a tendency to concentrate in the main 
metropolitan areas, with the Bucharest region 
attracting more than two-thirds in 2012. 

According to Eurostat, house prices have followed 
a negative trend since 2008 (the first year with 
available data). In particular, the real house price 
index halved between 2008 and 2012. The speed 
of the adjustment has declined over time (from a 
26% year-on-year decrease in 2009 to 9% in 
2012). Investment in dwellings has been stable at 
around 3% of GDP in the past five years. Building 
permits rose by 121% in the period 2003-2008. 
Since then, the number of licenses decreased by 
38% in 2008-2012 and remained unchanged in 
2013. Real value added in the construction sector 
has shrunk over the last years, after double-digit 
increases in the pre-crisis period, and Stands at 
10% of total value added in 2012. Employment in 
the real e state sector has fallen notably in the last 
years (by 14% in 2012 alone). 

Conceming the business environment, Romania 
performs, in general, worse than most euro-area 
Member States in international rankings (^^). In 
particular, Romania has low ranks in trading across 
borders and in registering property. According to 
the 2014 World Bank Doing Business report, the 
ease of paying taxes and of opening a business has 
recently improved. According to the November 
2013 Internal Market Scoreboard, Romania had a 
transposition deficit (0.6%), close to the 0.5 % 
target as proposed by the European Commission in 
the Single Market Act (201 1), which is on par with 
the EU average. Public administration as a whole 
also performs relatively poorly according to the 


Romania ranks 73rd (out of 1 89 economies) on the World 
Bank's 2014 Ease of Doing Business Index and 76th (out of 
148 economies) on the World Economic Forum's 2013- 
2014 Global Competitiveness Index . 


World Bank's Worldwide Governance Indicators 

In terms of resilience during the crisis, the capacity 
of the Romanian labour market to adjust has been 
improved. Since the major reform of the social 
dialogue code in 2011, wage-setting is largely 
decentralised, with only few multi-company wage 
agreements being in place. Changes in the labour 
Code implemented in 2011 affecting provisions 
regarding fixed-term contracts, collective 
dismissals and individual redundancies, working- 
time flexibility and temporary agency contracts, 
Started to pay off Yet in terms of capacity to 
generate new Jobs and income, labour market 
continues to under-perform as it remains 
characterised by a low employment rate (20-64 age 
group around 64% in 2012-2013), high youth 
unemployment (around 23% in 2012-2013) and a 
low share of temporary and fixed-term 
employment contracts. The 2011 reform of the 
labour and social dialogue code is being 
complemented by only very limited active labour 
market policies and only hesitant reforms in 
education and vocational training that aim to 
address skill mismatches. Due to a limited 
recovery of employment in 2012-2013, the 
propensity to emigrate in search of better Job 
opportunities abroad is still strong among the 
Romania's labour force: population at working age 
continued to decline faster than total population in 
2011-2012. 

8.6.3. Financial market integration 

The Romanian financial sector is highly integrated 
into the EU financial sector, in particular through 
the strong presence of foreign banks in Romania. 
The share of foreign-owned banks, mainly euro 
area parent banks, in the total assets of the 
Romanian banking sector has slightly increased 
and reached some 90% in 2012 compared to 88% 
in 2007. Concentration in the banking sector, as 
measured by the market share of the large st five 
credit institutions, declined marginally between 
2007 and 2012, but remained above the euro area 
average. 


(^°°) http ://info. worldbank.org/ govemance/wgi/ 

index. aspx#home 
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Graph 8. /O.Romania - Foreign ownership and 
concentration in the banking sector 



■ Concentration in the banking sector (CR5 ratio) 
Share of foreign institutions as % of totai assets 
Source: ECB, Structural financial indicators. 


After a rapid financial deepening in the years 
before the onset of the financial crisis, credit 
activity in Romania has weakened considerably 
since 2007, reflecting both demand and supply side 
factors. Romania still lags considerably behind the 
euro area as regards bank credit to the private non- 
financial sector (around 34% of GDP). Foreign- 
currency loans have played an important role in 
lending to the private sector, as the share of these 
loans increased steadily in the period 2007-2012 
to roughly 67% of the total loans to households in 
2012, i.e. Up by roughly 14 percentage points 
compared to 2007 (though part of this increase is 
due to the depreciation of the leu). Lending to non- 
financial corporates has also been dominated by 
foreign-currency loans, albeit to a lesser extent. 
Foreign-currency loans to corporates increased to 
59% of total loans in 2012, compared to 55% in 
2007. However, recent trends show a decrease in 
foreign-currency lending for both households and 
corporates, inter alia due to the measures 
introduced by the National Bank of Romania to 
curb foreign-currency lending to unhedged 
households and corporates, in particular SMEs. 
Private sector debt declined from 124% of GDP in 
2009to74%by end-2012. 

Graph 8. 1 / .Romania - selected banking sector soundness 



■ Return on equity Capital adequacy ■ Non performing loans 

Note: For 2007 EU-27 non performing loans are a proxy for EA. 

For 2007, EA RoE and CAR averages are unweighted. 

Source: ECB, EC calculafions, NBR. 

The Romanian banking sector has remained 
resilient and maintained sufficient Capital buffers, 
notwithstanding the still on-going deterioration in 


asset quality. The banking System has remained 
well-capitalised, as Capital adequacy at System 
level stood at roughly 14.7% at the end of June 
2013. The shareholders of banks have provided 
Capital Support, if necessary, so that no public 
resources have been used for banking sector rescue 
measures. Nonetheless, the deterioration in asset 
quality and the increase in loan-loss provisions, 
inter aha due to two collateral audits mandated by 
the banking Supervisor in 2012 and 2013, have put 
a strain on banking sector profitability. 
Consequently, return on equity declined from 
22.5% in 2007 to 6.2% in mid-2013. Non- 
performing loans (90 days overdue) have increased 
significantly compared to the pre-crisis period (i.e. 
from below 2% in 2007 to roughly 20% in mid- 
2013). 

In spite of the recovery in economic activity, 
Romania has continued to show a comparatively 
low Penetration of financial market Services. In the 
Insurance sector, gross written premiums recorded 
a positive trend in 2012 as they increased by 5.6% 
compared to 2011. Insurance penetration (i.e. the 
ratio between gross written premiums for life and 
non-life Insurance and GDP) in Romania stood at 
roughly 1.4 % of GDP in 2012, which is still one 
of the lowest in the EU. Notwithstanding the 
difficult economic environment, the private 
Pension System including mandatory pension funds 
(Pillar II) and voluntary pension funds (Pillar III) 
introduced in Romania in 2007 has recorded a 
positive trend. Total net assets of the Pillar II 
pension funds increased from 0.2% of GDP in 
2008 to 1.8% in June 2013. The net assets of the 
pillar III pension funds also went up and reached 
around 0.1% of GDP in June 2013. Furthermore, 
the private pension funds (mostly Pillar II funds) 
are currently the large st dorne stic institutional 
Investors on the Romanian Capital market, ahead of 
mutual Investment funds and Insurance Companies. 


Graph 8. /2.Romania - Recent development of the 
financial System relative to the euro area 



■ Debt Securities Stock market capitaiisation aCredit to non-finandai corporations aCredit to househoids 

Nofe: Debf Securities ofher fhan shares, excluding financial derivatives. 
Source: ECB, Commission Services. 
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Equity and debt markets in Romania have 
remained comparatively underdeveloped. Stock 
market capitalisation has continued to be very low 
as compared to the euro area and regional peers. 
The stock market capitalisation of 1 1% of GDP in 
2013 ranked Romania low among its peers in 
Central and Eastern Europe. The stock market 
capitalisation gap vis-ä-vis the euro area has 
remained broadly unchanged amid high market 
volatility, though the Romanian market largely 
moved in sync with global markets. Debt securities 
markets have been dominated by issuances of 
government debt (T-bills and bonds denominated 
in both RON and foreign currency), whereas the 
issuance of corporate and municipal bonds has 
remained limited. 

Romania established in 2013 a single regulator for 
the non-bank financial sector (i.e. Authority for 
Financial Supervision - AFS), which replaced the 
former sectoral supervisory authorities in the area 
of securities, insurance and pensions. Whereas the 
establishment of a single regulator constitutes a 
first Step towards a more efficient and effective 
Supervision of the non-bank financial sector, 
several aspects need further improvement in order 
to bring the ASF in line with good international 
practices. Romania has transposed roughly 93% of 
all post-FSAP directives into national legislation as 
of mid-December 2013. As regards the Alternative 
Investment Fund Managers Directive 
(AIFMD)(^^^), Romania has partially notified its 
transposition to the Commission Services. 


( ^ ° ^ ) http :// eur-lex.europa.eu/legal-content/EN/ALL/ 
?uri=CELEX:3201 1L0061 
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9 * SWEDEN 


9.1. LEGAL COMPATIBILITY 

9.1.1. Introduction 

The legal mies governing the Swedish Central 
Bank (Riksbank) are laid down in the Instrument 
of Government (as part of the Swedish 
Constitution) and the Riksbank Aet from 1988. No 
amendments to these legal aets were passed with 
regard to the ineompatibilities and the imperfeetion 
mentioned in the 2012 Convergenee Report. 

9.1.2. Central Bank Independence 

Artiele 3 of Chapter 6 of the Riksbank Aet obliges 
the Riksbank to inform the minister appointed by 
the Swedish Government about a monetary poliey 
deeision of major importanee prior to its approval 
by the Riksbank. A dialogue between a eentral 
bank and third parties is not prohibited as sueh, but 
regulär up front Information of government 
representatives about monetary poliey deeisions, 
espeeially when Riksbank would eonsider them as 
of major importanee, eould strueturally offer to the 
government an ineentive and the possibibty to 
influenee Riksbank when taking key deeisions. 
Therefore, the Obligation to inform the minister 
about a monetary poliey deeision of major 
importanee prior to its approval by the Riksbank 
limits the possibibty for the Riksbank to 
independently take deeisions and offers the 
possibibty for the Government to seek to influenee 
them. Sueh proeedure is ineompatible with the 
Prohibition on giving instmetions to the Central 
Bank, pursuant to Artiele 130 of the TFEU and 
Artiele 7 of the ESCB/ECB Statute. Artiele 3 of 
Chapter 6 should be reformulated in order to 
ensure that monetary poliey deeisions of major 
importanee are eommunieated to the minister, if 
ever, only after its approval by the Riksbank and 
for information purpose only. 

Pursuant to Artiele 2 of Chapter 3 of the Riksbank 
Aet and Artiele 13 of Chapter 9 of the Instmment 
of Government, the prohibition on the members of 
the Exeeutive Board to seek or take instmetions 
only eovers monetary poliey issues. The provisions 
do not provide for their independenee in the 
performanee of ES CB -related tasks direetly 
entmsted by the Treaty. By means of broad 
Interpretation through referenee to the explanatory 


memorandum to the Law (the memorandum 
extends the eoverage to all ES CB tasks), one eould 
eonsider these tasks as taeitly eneompassed by the 
prohibition. However, the prineiple of the 
Riksbank's institutional independenee eannot be 
eonsidered as fully respeeted from a legal eertainty 
perspeetive as long as the legal text itself does not 
eontain a elear referenee to them. Both provisions 
are therefore eonsidered as ineompatible with 
Artiele 130 of the TFEU and Artiele 7 of the 
ESCB/ECB Statute. 

Pursuant to Artiele 4 of Chapter 10 of the 
Riksbank Aet, the Swedish Parliament approves 
the Central Bank's profit and loss aeeount and its 
balanee sheet and determines the alloeation of the 
Central Bank's profit. This praetiee impinges on 
the fmaneial independenee of the Riksbank and is 
ineompatible with Artiele 130 of the TFEU. The 
Parliament must not be involved in the relevant 
deeision-making proeess. Its right should be 
limited to approving the Central Bank's deeision 
on the profit alloeation. Legislative proposals to 
taekle the flaw have been submitted by the 
Swedish legislator but still provide for a deeisive 
role of the Parliament in profit distribution and 
budget alloeation, whieh are ineompatible with the 
prineiple of fmaneial independenee as enshrined in 
Artiele 130 of the TFEU. 

Artiele 4 of Chapter 1 of the Riksbank Aet 
provides for the replaeement of the Governor, in 
ease of absenee or ineapaeity, by the Viee- 
Governors nominated by the General Couneil. To 
ensure smooth and eontinuous funetioning of the 
Riksbank in ease of expiry of the term of offiee, 
resignation, dismissal or other eause of termination 
of offiee, the Aet needs to remove this 
imperfeetion and provide for proeedures and mies 
regarding the sueeessor of the Governor in ease of 
termination of offiee. 

9.1.3. Prohibition of monetary finoncing and 
privileged occess 

Under Artiele 8 of Chapter 6 of the Riksbank Aet, 
the Riksbank may, in exeeptional eireumstanees, 
grant eredits or provide guarantees on speeial 
terms to banking institutions and Swedish 
eompanies that are under the supervision of the 
Finaneial Serviees Authority. In order to eomply 
with the prohibition on monetary fmaneing of 
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Article 123 of the TFEU it should be clearly 
specified that the loan is granted against adequate 
collateral to ensure that the Riksbank would not 
suffer any loss in ease of the debtor's default. 
Therefore, it eonstitutes an ineompatibility with 
the Prohibition on monetary finaneing under 
Artiele 123 of the TFEU. 

Pursuant to Artiele 1(2) of Chapter 8 of the 
Riksbank Aet, the Riksbank shall not extend 
eredits or purehase debt instmments "direetly from 
the State, another publie body or institution of the 
European Union". The Artiele does not enumerate 
the entities eovered by the prohibition of monetary 
finaneing eorreetly. Therefore, Artiele 1 is 
ineompatible with the wording of Artiele 123(1) of 
the TFEU and 21(1) of the ESCB/ECB Statute. 

Aeeording to the Artiele 1(4) of Chapter 8 of the 
Riksbank Aet, the Riksbank may grant eredit to 
and purehase debt instmments from finaneial 
institutions owned by the State or another publie 
body. This Provision of Artiele 1 does not fully 
eomply with Artiele 123(2) of the TFEU and 
Artiele 21.3 of the ESCB/ECB Statute beeause the 
exemption only eovers publiely owned institutions. 
For the sake of legal eertainty it should be added 
that, in the eontext of the supply of reserves by 
eentral banks, these publiely owned eredit 
institutions should be given the same treatment as 
private eredit institutions. 

The provisions of Artiele 4 of Chapter 10 on the 
alloeation of the Riksbank’ s pro fit are 
supplemented by non-statutory guidelines on profit 
distribution, aeeording to whieh the Riksbank 
should pay 80% of its profit to the Swedish State, 
after adjustment for exehange rate and gold 
valuation effeets and based on a five-year average, 
with the remaining 20% used to inerease its own 
eapital. Although these guidelines are not legally 
binding and there is no statutory provision limiting 
the amount of profit that may be paid out, sueh 
praetiee eould eonstitute an ineompatibility with 
the prineiple on the prohibition of monetary 
finaneing under Artiele 123 of the TFEU. For legal 
eertainty reasons the law should ensure that the 
reserve eapital of Riksbank is left unaffeeted in 
any ease and that the aetual eontribution to the 
State budget does not exeeed the amount of the net 
distributable profit. 


9.1 .4. Integration in the ESCB 

Objectives 

Chapter 1, Artiele 2 of the Riksbank Aet should 
inelude a referenee to the seeondary objeetive of 
the ESCB, while the promotion of a safe and 
effieient payment System should be subordinated 
to the primary and seeondary objeetives of the 
ESCB. 

Tasks 

The ineompatibilities of the Riksbank Aet with 
regard to the ESCB/ECB tasks are as follows: 

• absenee of a general referenee to the Riksbank 
as an integral part of the ESCB and to its 
Subordination to the ECB ’s legal aets (Chapter 
1, Artiele 1); 

• definition of monetary poliey and monetary 
funetions, operations and instmments of the 
ESCB (Chapter 1, Artiele 2 and Chapter 6, 
Artieles 2, 3 and 5 and 6, Chapter 11, Artiele 1 
and 2a of the Aet; Chapter 9, Artiele 13 of the 
Instmments of Government); 

• eonduet of foreign exehange operations and the 
definition of foreign exehange poliey (Chapter 
7 of the Aet; Chapter 8, Artiele 14 and Chapter 
9, Artiele 12 of the Instruments of 
Government); Artieles 1 to 4 of the Law on 
Exehange Rate Poliey; 

• right to authorise the issue of banknotes and the 
volume of eoins and definition of the monetary 
unit (Chapter 5 of the Aet; Chapter 9, Artiele 
14 of the Instruments of Government); 

• ECB's right to impose sanetions (Chapter 11, 
Artieles 2a, 3 and 5). 

There are furthermore some imperfeetions 
regarding the: 

• non-reeognition of the role of the ECB and of 
the EU in the eolleetion of statisties (Chapter 6, 
Artieles 4(2) and Artiele 9); 

• non-reeognition of the role of the ECB in the 
funetioning of payment Systems (Chapter 1, 
Artiele 2; Chapter 6, Artiele 7); 
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• non-recognition of the role of the ECB and of 
the Council in the appointment of an external 
auditor; 

• non-recognition of the role of the ECB in the 
field of international Cooperation (Chapter 7, 
Article 6). 

9.1.5. Assessment of compatibility 

As regards the prohibition on monetary financing, 
the independence of the Riksbank as well as its 
Integration into the ES CB at the time of euro 
adoption, the legislation in Sweden, in particular 
the Riksbank Act and the Instrument of 
Government as part of the Swedish Constitution, is 
not fully compatible with the compliance duty 
under Article 1 3 1 of the TFEU. 


9.2. PRICE STABILITY 

9.2.1 . Respect of the reference volue 

The 12-month average Inflation rate, which is used 
for the convergence evaluation, was below the 
reference value at the time of the last convergence 
assessment of Sweden in 2012. In April 2014, the 
reference value was 1.7%, calculated as the 
average of the 12-month average Inflation rates in 
Latvia, Portugal and Ireland, plus 1.5 percentage 
points. The corresponding Inflation rate in Sweden 
was 0.3%, i.e. well below the reference value. 
Sweden's 12-month average Inflation rate is likely 
to remain well below the reference value in the 
months ahead. 

Graph 9. / .Sweden - Inflation criterion since 2008 

(percent, 12-month moving average) 



Note: The dots in December2014 show the projected 
reference value and 12-month average inflatian in the country. 
Sources; Eurostat, Commission Services' Spring 2014 Forecast. 


9.2.2. Recenf inflafion developmenfs 

HICP inflation in Sweden has been trending 
downwards since end-2008. In recent years. 


inflation feil from an average of 1.4% in 2011 to 
0.9% in 2012, before declining further to 0.4% in 
2013. The decline in inflation over the last two 
years was driven by the strengthening of the krona 
and sluggish internal and external demand, and 
was broad-based across various goods and 
Services. Annual inflation was below its historical 
averages for all main HICP components in 2013. 
HICP inflation stood, on average, at 0.0% in the 
first four months of 2014. 


Graph 9.2.Sweden - HICP inflation 



Sweden Euroarea 

Source: Eurostat. 


Core inflation (measured as HICP excluding 
energy and unprocessed food) followed a similar 
downward trend. It declined from 1.1% in 2011 to 
1% in 2012 and 0.5% in 2013. The reversal of 
headline inflation towards core inflation in 2012 
primarily reflects the abating impact of previously 
elevated energy price inflation, which turned 
negative in 2013, bringing headline below core 
inflation. Although unprocessed food price 
inflation reached 3.5% in 2013, its impact on 
headline inflation was relatively minor due to its 
low weight in the HICP. Producer price inflation 
was mostly negative since end-2011, with 
occasional episodes of mildly positive figures (e.g. 
from October 2013 to January 2014). 

9.2.1. Underlying factors and sustainability of 
inflation 

Macroeconomic policy-mix and cyclical 
stance 

Folio wing the strong recovery of the Swedish 
economy from the 2008-2009 recession, real GDP 
growth was sluggish in 2012 (0.9%) but started to 
pick Up again in 2013, when real GDP grew at a 
rate of 1.5%. Steady growth in domestic demand, 
supported by expansionary fiscal and monetary 
policy, helped to sustain economic growth against 
the impact of the weak external environment. 
Nonetheless, the negative output gap is estimated 
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Table 9. 1 : weights 


Sweden - Components of inflation 






(percentage change)'^ 

in total 


2008 

2009 

2010 

2011 

2012 

2013 

Apr-14 

2014 

HICP 

3.3 

1.9 

1.9 

1.4 

0.9 

0.4 

0.3 

1000 

Non-energy industrial goods 

-0.1 

1.5 

0.9 

-0.5 

-1.0 

-0.8 

-0.6 

277 

Energy 

9.5 

-0.8 

5.5 

4.8 

0.5 

-1.3 

-1.4 

107 

Unprocessed food 

6.5 

3.3 

0.9 

-1.8 

1.6 

3.5 

2.2 

60 

Processed food 

7.6 

2.7 

1.8 

2.7 

2.4 

1.3 

1.2 

140 

Services 

2.2 

2.6 

1.8 

1.7 

1.8 

1.1 

0.9 

417 

HICP excl. energy and unproc. food 

2.3 

2.3 

1.5 

1.1 

1.0 

0.5 

0.4 

834 

HICP at constant taxes 

2.7 

1.8 

1.9 

1.4 

1.3 

0.4 

0.2 

1000 

Administered prices HICP 

2.3 

3.2 

1.7 

1.9 

3.1 

1.9 

1.7 

135 


1 ) Measured by the arithmetic average of the latest 1 2 monthly indices relative to the arithmetic average of the 1 2 monthly indices 
in the previous period. 

Sources: Eurostat, Commission Services. 


to have increased over the past two years. 
According to the Commission serviees' 2014 
Spring Foreeast, real GDP growth will be 
gradually pieking up from 2.8% in 2014 to 3.0% in 
2015, leading to a narrowing of the negative output 

gap. 

In the wake of a eounter-eyelieal fiseal expansion, 
the fiseal stanee, as measured by ehanges in the 
struetural balanee, eontinued to be moderately 
expansionary in 2012 and 2013. The headline 
surplus of 2011 turned into a moderate defieit in 
2012 whieh inereased in 2013. Stronger GDP 
growth and the fiseal framework should help to 
reduee the headline defieit as from 2015, with the 
fiseal stanee projeeted to tum restrietive in 2014 
and 2015. 


Wages and labour costs 

The Swedish labour market proved to be resilient 
during the period of sluggish growth. Employment 
grew by some 2% in 2011 and by around 1% in 
2012 and 2013. In spite of the steadily growing 
employment, the unemployment rate has remained 
at some 8% sinee 2011 due to an inerease in the 
labour foree. Annual growth of nominal 
eompensation per employee inereased to above 3% 
in 2012 but moderated to elose to 1% in 2013. 
Improved eeonomie aetivity and the lower 
unemployment rate are likely to translate into 
relatively higher wage inerease s in the fortheoming 
period, with annual wage growth projeeted to 
average 2.7% in 2014 and 3.0% in 2015. 


Monetary poliey, eondueted within an Inflation 
targeting framework was loosened 

signifieantly between 2011 and 2013. In response 
to low inflationary pressures and sluggish 
eeonomie growth, the Riskbank gradually eut its 
main poliey rate from 2% in autumn 2011 to 
0.75% in Deeember 2013. Nevertheless, Inflation 
has been below the target of 2% sinee 2011, due to 
the weak international eeonomie aetivity and 
dampened export priee growth abroad. The high 
level of private debt, and the assoeiated potential 
finaneial and maeroeeonomie risks, is pereeived as 
implying eertain limitations for the Riksbank's 
monetary poliey. 


Sinee 1995, the Riksbank has targeted increases in the 
domestic CPI with the aim of keeping inflation at 2%. 


Graph 9.3:Sweden - Inflation, productivity and wage trends 

9i (y-o-y% Change) 



-6 J 

2008 2009 2010 2011 2012 2013 2014 2015 

Productivity (real GDP per person empioyed) 

— — — — - Nominal eompensation per employee 
Nominal unit labour costs 
HICP inflation 

Source: Eurostat, Commission Services' Spring 2014 Foreeast. 


Growth in labour produetivity was moderate in the 
last two years (0.2% and 0.5% in 2012 and 2013, 
respeetively). Aeeordingly, growth in nominal unit 
labour eost (ULC), whieh stood at some 3% in 
2012 and feil to 0.7% in 2013, is projeeted to 
hover around levels slightly above 1% in 2014- 
2015. These developments point to relatively 
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Toble 9.2: 

Sweden - Other Inflation and cost indicators (annual percentage change) 



2008 

2009 

2010 

2011 

2012 

2013" 

2014"' 

2015^ 

HICP inflation 









Sweden 

3.3 

1.9 

1.9 

1.4 

0.9 

0.4 

0.5 

1.5 

Euro area 

3.3 

0.3 

1.6 

2.7 

2.5 

1.3 

0.8 

1.2 

Private consumption deflator 








Sweden 

3.1 

2.1 

1.5 

1.7 

1.2 

0.6 

0.6 

1.6 

Euro area 

2.7 

-0.4 

1.6 

2.4 

2.1 

1.3 

0.9 

1.3 

Nominal compensation per employee 








Sweden 

1.5 

1.6 

3.1 

0.9 

3.1 

1.2 

2.7 

3.0 

Euro area 

3.5 

1.8 

2.0 

2.2 

2.0 

1.7 

1.6 

1.9 

Labour productivity 

Sweden 

-1.5 

-2.7 

5.5 

0.8 

0.2 

0.5 

1.6 

1.9 

Euro area 

-0.3 

-2.4 

2.6 

1.4 

0.2 

0.5 

0.9 

1.0 

Nominal unit labour eosts 









Sweden 

3.1 

4.4 

-2.3 

0.1 

2.9 

0.7 

1.2 

1.1 

Euro area 

3.8 

4.3 

-0.6 

0.7 

1.8 

1.1 

0.7 

0.8 

Imports of goods deflator 

Sweden 

4.3 

-1.0 

0.3 

-0.3 

-1.8 

-3.8 

0.2 

0.6 

Euro area 

4.2 

-8.1 

5.7 

6.6 

2.3 

-1.9 

-1.0 

0.8 


1) 2013 dato (except HICP inflotion) ore estimotes. 

2) Commission Services' Spring 2014 Forecost. 

Source: Eurostat, Commission Services. 


limited price pressures from labour costs in the 
years ahead. 

External factors 

Given the high openness of the Swedish eeonomy, 
developments in import priees play an important 
role in dorne stie priee formation. Import priee 
growth (measured by the imports of goods 
deflator) has been negative sinee 2011. The deeline 
ean be explained by falling international 
eommodity priee inflation, subdued demand in the 
EU and the appreeiating krona. Looking ahead, the 
import deflator is expeeted to return to a low but 
positive growth path as from 2014, thus 
dampening external disinflationary pressures. 

The nominal effeetive exehange rate of the 
Swedish krona (measured against a group of 36 
trading partners) was strong in 2012 and 2013. It 
inereased markedly between early 2012 and early 
2013, as the krona benefitted from safe-haven 
flows, and remained broadly stable sinee then. The 
strong nominal effeetive exehange rate 
signifieantly eontributed to the subdued inflation in 
Sweden in reeent years. 


Administered priees and taxes 

Changes in administered priees and indireet 
taxes signifieantly influeneed Swedish inflation 
over the past two years, albeit in opposite 
direetions. The share of administered priees in the 
HICP basket is 14% in Sweden (eompared to 13% 
in the euro area). Annual growth in administered 
priees feil from 3.1% in 2012 to 1.9% in 2013, 
eonsiderably lifting headline inflation in both 
years. To a large extent, this was due to the 
inerease in rents, whieh are subjeet to a high level 
of regulation in Sweden and represent by far the 
largest eomponent of administered priees. At the 
same time, the priee of medieal serviees inereased 
signifieantly in the beginning of 2012, bringing 
medieal serviee priee inflation to historieal highs; 
passenger transport priees were raised as well. 

Tax ehanges, on the other hand, eontributed to a 
moderation in eonsumer priee developments in 
2012 and 2013. Although the exeise tax on tobaeeo 


According to the Eurostat definition, flilly administered 
priees in Sweden inter alia inelude water supply, refuse 
and sewerage eollection, hospital serviees and combined 
passenger transport. Mainly administered priees inter alia 
inelude aetual rents for housing and medieal serviees. For 
details, see 

http://epp.eurostat.ee.europa.eu/portal/page/portaEhiep/doc 
uments_meth/HICP- 

AP/HICP_AP_classification_2011_2014_02.pdf 
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was raised in the beginning of 2012, this rise was 
more than offset by a reduction in the VAT rate for 
restaurant and eatering serviees as well as tax 
ehanges in the elimate and energy area. The HICP- 
CT index (a rough measure of Inflation at eonstant 
tax rates) inereased by 1.3% in 2012 and by 0.7% 
in 2013, eompared to inereases in the HI CP index 
of 0.9% and 0.4%, respeetively. 

Medium-term prospects 

On the baek of a gradual piek-up in growth, 
inflation is likely to inerease only very moderately 
in the eourse of 2014. No partieular upward 
pressure is foreseen from any HICP eomponent, 
and wage developments are projeeted to remain 
moderate as resouree utilisation is low. 
Aeeordingly, the Commission serviees' 2014 
Spring Foreeast projeets annual average inflation 
at 0.5% in 2014 and 1.5% in 2015. 

Risks to the inflation outlook appear to be broadly 
balaneed. Stronger eeonomie growth in Sweden 
with faster-than-expeeted wage growth, a rise in 
global eommodity priees and a reversal of the 
reeent appreeiation of the krona would raise 
inflationary pressures. Conversely, a further 
appreeiation of the krona or a downward 
eorreetion of house priees would have 
disinflationary effeets. 

The level of eonsumer priees in Sweden relative to 
the euro area gradually inereased sinee Sweden 
joined the EU in 1995. In 2012, the Swedish priee 
level was at some 126% of the euro-area average, 
eompared to 122% in 2011. At the same time, the 
ineome level in Sweden eontinued to rise, reaehing 
126% of the euro-area average in PPS in 2012, 
eompared to 102% in 2009. 

In the medium term, inflation is likely to piek up 
as the reeovery progresses and unemployment 
deereases further. With the expeeted normalisation 
in demand, eompanies are projeeted to raise priees 
and eautiously eompensate for the subdued priee 
levels in the last two years. On the other hand, 
moderate wage developments, the ample spare 
eapaeity lingering in the Swedish eeonomy and 
strong international eompetition will dampen any 
upward pressure on eonsumer priee developments. 
Amid low inflationary pressures, loose monetary 
eonditions eould prevail for a longer time, with a 
possible further repo rate eut by the Riksbank 
foreseen in 2014. 


9.3. PUBLIC FINANCES 

9.3.1 . Reeent fiscal developments 

After two years with small surpluses, the general 
government balanee turned into a defieit of 0.6% 
of GDP in 2012 whieh widened to 1.1% in 2013. 
This refleeted laeklustre growth and a number of 
government measures to support the eeonomy, 
whieh foeused on eorporate taxation, aetive labour 
market polieies and infrastrueture investment. The 
surplus in the struetural balanee narrowed from 
0.3% of GDP in 2012 to 0.1% in 2013, refleeting 
the diseretionary measures taken. The expenditure- 
to-GDP ratio inereased from 51.8% of GDP in 
2012 to 52.6% in 2013, while the revenues-to- 
GDP ratio inereased by 0.3 pp. to 51.5% of GDP. 

Nevertheless, Swedish publie finanees remain 
robust. The budgetary outeome in 2013 (-1.1% of 
GDP) was better than the defieit of 1.6% of GDP 
targeted in the 2013 Convergenee Programme. 

The deeline in the government debt-to-GDP ratio 
over the previous years reversed in 2013. Gross 
government debt inereased from 38.3% in 2012 to 
40.6% in 2013, mainly on aeeount of an additional 
borrowing of SEK 100 billion (EUR 1 1 billion) to 
strengthen the foreign eurreney reserves of the 
Riksbank. 

9.3.2. Medium-term prospects 

The 2014 Budget Bill, whieh was adopted on 18 
Deeember 2013, uses the fiseal spaee available to 
improve household disposable ineome in a time of 
weak eeonomie growth. The measures taken 
amount to SEK 21 billion (EUR 2.4 billion), 
ineluding notable ineome tax euts. 

Consequently, aeeording to the Commission 
serviees' 2014 Spring Foreeast, the general 
government defieit is projeeted to reaeh 1.8% of 
GDP in 2014 and the struetural balanee is foreeast 
to turn into a defieit, refleeting the expansionary 
stanee of fiseal poliey. In 2015, the nominal defieit 
is expeeted to deeline to 0.8% on the baek of the 
eeonomie reeovery, with the struetural balanee 
improving. 

Gross government debt is expeeted to inerease 
further in 2014, reaehing 41.6% of GDP, before 
falling baek to 40.4% of GDP in 2015. 
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Table 9.3: 


Sweden - Budgetary developments and projections (as % of GDP unless indicated otherwise) 


Outturn and torecast ' 

2008 

2009 

2010 

2011 

2012 

2013 

2014 

2015 

General govemment balanee 

2.2 

-0.7 

0.3 

0.2 

-0.6 

-1.1 

-1.8 

-0.8 

- Total revenues 

53.9 

54.0 

52.3 

51.5 

51.2 

51.5 

50.5 

50.5 

- Total expenditure 

51.7 

54.7 

52.0 

51.3 

51.8 

52.6 

52.2 

51.3 

of whieh: 









- Interest expenditure 

1.7 

1.0 

0.8 

1.0 

0.7 

0.6 

0.7 

0.6 

p.m.: Tax bürden 

46.9 

47.1 

45.9 

45.0 

44.6 

45.0 

44.8 

44.7 

Primary balanee 

3.8 

0.2 

1.1 

1.2 

0.2 

-0.5 

-1.1 

-0.2 

Cyelieally-adjusted balanee 

1.9 

2.7 

1.2 

0.4 

0.3 

0.1 

-0.9 

-0.4 

One-off and temporary measures 

0.3 

0.0 

0.0 

0.0 

0.0 

0.0 

0.0 

0.0 

Stmetural balanee 

1.6 

2.7 

1.2 

0.4 

0.3 

0.1 

-0.9 

-0.4 

Govemment gross debt 

38.8 

42.6 

39.4 

38.6 

38.3 

40.6 

41.6 

40.4 

p.m: Real GDP growth (%) 

-0.6 

-5.0 

6.6 

2.9 

0.9 

1.5 

2.8 

3.0 

p.m: Output gap 

0.4 

-5.8 

-1.5 

-0.4 

-1.4 

-2.0 

-1.4 

-0.7 


Convergence Programme 2014 2015 2016 2017 


General govemment balanee 

-1.4 

-0.2 

0.3 

0.7 

Stmetural balanee 

0.0 

0.7 

0.5 

0.8 

Govemment gross debt 

41.3 

39.7 

37.3 

34.8 

p.m. Real GDP (% ehange) 

2.7 

3.3 

3.5 

2.5 


1) Commission Services’ Spring 2014 Forecast. 

2) Cyclically-adjusted balance excluding one-off and other temporary measures. 

3) Commission Services’ calculations on the basis of the information in the Programme. 


There are no one-off and other temporary measures in the Programme. 
Sources: Commission Services, the 2014 Convergence Programme of Sweden. 


The medium-term budgetary strategy of the 2014 
Convergenee Programme aims at aehieving the 
government's target of a general govemment 
surplus of 1 % of GDP over the eyele and a surplus 
of at least 1% of GDP by 2018. Therefore, any 
new expenditure-inereasing reform proposed in the 
Budget Bills for both 2015 and 2016 will have to 
be funded "krona for krona" by revenue and/or 
expenditure measures as already exemplified in the 
proposed 2014 Spring Budget Bill. Until 2011, this 
one-pereent surplus target eoineided with Sweden' s 
Medium-Term Objeetive (MTO). However, sinee 
2012, the MTO is -1% of GDP, i.e. the minimum 
required. The ehange is explained by a wish to 
separate the minimum fiseal requirements for EU 
Member States from the more ambitious 1% 
surplus target set by the Swedish authorities. The 
authorities rely on a set of indieators to measure 
the fulfilment of the surplus target. Aeeording to 
the Commission's ealeulations based on the 
Commission 2014 Spring Foreeast, the struetural 
balanee for Sweden will be more stringent than its 
MTO over the foreeast horizon. 

Further details on the assessment of the 2014 
Convergenee Programme for Sweden ean be found 
in the fortheoming Commission Staff Working 
Paper, aeeompanying the Commission 


reeommendation for a Couneil Reeommendation 
on the National Reform Programme 2014 of 
Sweden and delivering a Couneil opinion on the 
Convergenee Programme of Sweden. 

In Mareh 2012, Sweden signed the Treaty on 
Stability, Coordination and Governanee in the 
EMU (TSCG). This implies an additional 
eommitment to eonduet a stability-oriented and 
sustainable fiseal poliey. The TSCG will apply to 
Sweden in its entirety upon lifting its derogation 
from partieipation in the single eurreney. 

9.4. EXCHANGE RATE STABILITY 

The Swedish krona does not partieipate in ERM II. 
The Riksbank pursues inflation targeting under a 
floating exehange rate regime. 

Following the strong depreeiation of the krona 
against the euro at the onset of the finaneial erisis 
in 2008, the krona appreeiated by some 35% 
between Mareh 2009 and August 2012, reaehing a 
twelve-year high of 8.3 SEK/EUR in August 2012. 
While this appreeiation was also a eorreetion of the 
krona's previous weakening, safe-haven flows, 
resulting from the intensifieation of the euro-area 
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Sovereign debt erisis, signifieantly eontributed to 
it. Sinee then the krona has depreeiated by some 
7% against the euro, averaging 8.9 SEK/EUR in 
the first four months of 2014. Overall, during the 
two years before this assessment, the krona 
depreeiated against the euro by some 2%. 

Graph 9.4:Exchange rotes - SEK/EUR 


(monthly averages) 



Source: ECB. 

Until mid-2012, the krona was also supported by a 
signifieant widening of short-term interest rate 
differentials vis-ä-vis the euro area, whieh 
inereased to around 170 basis points in August 
2012. The inerease in spreads was driven by a 
marked deeline in euro-area short-term rates as 
from mid-201 1, refleeting a loosening of the euro- 
area monetary poliey stanee and the Provision of 
additional liquidity to the banking System by the 
ECB. Between August 2012 and end-2013 short- 
term spreads deelined by some 1 00 basis points on 
the baek of falling short-term rates in Sweden (as 
the Riksbank eut its poliey rate by 75 bps) and 
largely unehanged rates on euro-area money 
markets. At the eut-off date of this report, the 3- 
month spread vis-ä-vis the euro area had fallen 
below 60 basis points. 

Graph 9.5:Sweden - 3-M Stibor spread to 3-M Euribor 

(basis points, monthly volues) 



Source: Eurostat. 

International reserves remained broadly stable at 
around SEK 345 billion between Q4-201 1 and Q4- 
2012. In Deeember 2012, the Riksbank deeided to 


inerease the foreign eurreney reserves by SEK 1 00 
billion in the light of higher eommitments to the 
IMF and to maintain its readiness to provide the 
Swedish banking seetor with liquidity in foreign 
eurreney. Folio wing this inerease, offieial reserves 
remained broadly unehanged throughout 2013, 
averaging SEK 430 billion. By the end of 2013, 
they eovered some 12% of GDP. 


9.5. LONG-TERM INTEREST RATES 

Long-term interest rates in Sweden used for the 
eonvergenee examination refleet seeondary market 
yields on a single benehmark government bond 
with a residual maturity of elose to but below 10 
years. 

The Swedish 12-month moving average long-term 
interest rate, relevant for the assessment of the 
Treaty eriterion, gradually deelined from above 
4% in 2008, bottomed out at some 1.6% between 
Oetober 2012 and May 2013 and has been 
inereasing again sinee then. It was markedly below 
the referenee value at the time of eaeh past 
eonvergenee assessment. In April 2014, the latest 
month for whieh data are available, the referenee 
value, given by the average of long-term interest 
rates in Latvia, Portugal and Ireland plus 2 
pereentage points, stood at 6.2%. In that month, 
the 12-month average of the yield on the Swedish 
benehmark bond stood at 2.2%, i.e. 4.0 pereentage 
points below the referenee value. 


Graph 9.6:Sweden - Long-term interest rote eriterion 



Sweden o Reference value 

Source: Commission Services. 


Long-term interest rates trended down from above 
3.3% in early 2011 to historieally low levels of 
around 1.3% in mid-2012 on the baek of falling 
domestie inflation, a gradual loosening of 
monetary poliey and safe-haven flows into 
Swedish government bonds. They subsequently 
inereased to 2.6% in September 2013. This 
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increase reflected a reversal of safe-haven flows 
following the OMT announcement by the ECB 
and, as from May 2013, a generalised increase in 
interest rates following heightened expectations of 
a decrease in the pace of asset purchases by the US 
Federal Reserve. Since October 2013, long-term 
interest rates have been declining, to 2.1% in April 
2014. Long-term interest spreads vis-ä-vis the 
German benchmark bond, which had been very 
low in recent years, widened between end-2012 
and autumn 2013 and have fluctuated around 65 
basis points since then. They stood at some 60 
basis points in April 2014 


Graph 9.7:Sweden - Long-term interest rotes 



Sweden Germany 

Source: Eurostat. 


9.6. ADDITIONAL FACTORS 

The Treaty (Article 140 TFEU) calls for an 
examination of other factors relevant to economic 
integration and convergence to be taken into 
account in the assessment. The assessment of the 
additional factors - including balance of payments 
developments, product and financial market 
integration - gives an important indication of a 
Member State' s ability to integrate into the euro 
area without difficulties. 

In November 2013, the Commission published its 
third Alert Mechanism Report (AMR 201) 
under the Macroeconomic Imbalance Procedure 
(MIP - see also Box 1.5). The AMR 2014 
scoreboard showed that Sweden exceeded the 
indicative threshold for three out of eleven 
indicators, linked to both external and internal 
imbalances (i.e. the current account balance, 
export market shares and private sector debt). In 
line with the conclusion of the AMR 2014, 


(104) reference to the German benchmark bond is included 
for illustrative purposes, as a proxy of the euro area long- 
term AAA yield. 

(^°^)http://ec.europa.eu/europe2020/pdf'2014/amr2014_en.pdf 


Sweden was subject to an in-depth review, which 
found that Sweden continues to experience 
macroeconomic imbalances, which require 
monitoring and policy action. 

9.6.1. Developments of the balance of 
payments 

The surplus on Sweden's external balance (i.e. the 
combined current and Capital account) has been on 
a declining trend since 2007, falling from above 
9% of GDP in 2007 to 6.6% in 2013. The decline 
in the current account surplus is partly explained 
by a structural decrease in Sweden's merchandise 
trade surplus; net exports declined markedly since 
the mid-2000s due to the increased importance of 
the Services sector in the Swedish economy and 
due to increased international competition. The 
Services trade surplus remained slightly above 3% 
of GDP since 2010 and the income balance 
increased somewhat, reflecting the continued 
strengthening of Sweden's net international 
Investment position. Current transfers have 
delivered a relatively steady negative impact, 
reflecting Sweden's foreign aid and positive net 
contributions to international organisations, as well 
as remittances transferred by foreign workers in 
Sweden to their home countries. 

Graph 9.8.Sweden - Saving and Investment 



■ Gross national saving Gross Capital formation at current prices; total economy 

Source: Eurostat, Commission Services. 

Sweden's large savings-investment surplus 
persisted in 2012 and 2013, reflecting high net 
savings by the private sector, fiscal prudence and 
the low level of residential Investment. Gross 
national savings averaged some 25% of GDP in 
2012 and 2013, little changed from previous years. 
While households have increased precautionary 
savings following the 2008 financial crisis, 
corporate and household saving had also risen as a 
result of reforms introduced in the 1990s, such as 
the introduction of a pension plan of defined 
contributions. Gross fixed Capital formation 
declined in both 2012 and 2013, as firms 
postponed Investment in the uncertain economic 
environment. 
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Table 9.4: 

Sweden - Balance of payments (percentage of GDP) 



2008 

2009 

2010 

2011 

2012 

2013 

Current account 

9.1 

6.2 

6.3 

6.1 

6.0 

6.2 

of which: Balance of trade in goods 

3.5 

3.0 

2.5 

2.2 

2.1 

2.0 

Balance of trade in Services 

3.4 

2.8 

3.1 

3.2 

3.2 

3.2 

Income balanee 

3.5 

1.8 

2.1 

2.2 

2.5 

2.7 

Balance of current transfers 

-1.4 

-1.3 

-1.4 

-1.4 

-1.8 

-1.7 

Capital account 

-0.2 

-0.1 

-0.1 

-0.2 

-0.2 

-0.2 

External balanee 

8.9 

6.1 

6.2 

5.9 

5.8 

6.0 

Financial account 

4.2 

-2.7 

-7.8 

-8.7 

-2.1 

-3.9 

of which: Net EDI 

1.4 

-4.0 

-4.4 

-3.2 

-2.4 

-4.5 

Net portfolio inflows 

-6.1 

15.6 

4.2 

4.9 

2.8 

8.0 

Net other inflows 

8.9 

-10.5 

-7.7 

-10.2 

-2.4 

-4.6 

Change in reserves (+ is a decrease) 

0.0 

-3.7 

0.1 

-0.1 

-0.1 

-2.7 

Financial account without reserves 

4.2 

1.1 

-8.0 

-8.6 

-2.0 

-1.2 

Errors and omissions 

-13.1 

-3.4 

1.6 

2.8 

-3.7 

-2.2 

Gross Capital formation 

20.2 

16.5 

18.7 

19.9 

18.9 

18.4 

Gross saving 

29.0 

23.4 

25.6 

26.1 

25.3 

25.0 

External debt 

200.3 

213.5 

193.9 

200.0 

191.2 

196.8 

International Investment position 

-11.1 

-11.2 

-9.1 

-11.1 

-12.1 

-5.0 


1) The combined current and Capital account. 

2) Including financial derivatives. 

Sources: Eurostat, Statistics Sweden, Commission Services. 


Indicators of cost competitiveness showed a mixed 
picture in the past years. Both the ULC- and the 
HICP-deflated real-effective exchange rate 
(REER), whieh have been moving very elosely 
together over the last two years, eontinued their 
gradual appreeiation in 2012 and early 2013, 
peaking in Mareh 2013. Sinee then, they have been 
trending downwards, refleeting the deeline of the 
NEER. Sweden' s export performanee deteriorated 
in 2012 and 2013 as goods exports lost further 
ground to international eompetitors. 


Graph 9.9.Sweden - Effective exchange rotes 



NEER REER, HICP deflated REER, ULC deflated 

Source: Commission Services. 


Sweden's fmaneial aeeount defieit deelined in 
2012 to around 2% of GDP, from a defieit of 8.7% 
in 201 1. Sinee 2009, the negative finaneial aeeount 
balanee has refleeted Sweden's role as a net EDI 
investor abroad and foreign bank lender. Net 
portfolio inflows have been positive sinee 2009 
and inereased further in 2013 driven by the 
refinaneing of banks on international eapital 
markets. External reserves inereased markedly in 
2013, as the Riksbank inereased foreign eurreney 
reserves by SEK 100 billion to re-align them with 
the exposure of Swedish banks to foreign eapital 
markets. Gross external debt to GDP eontinued to 
deeline from 200% of GDP at end-2011 to 197% 
of GDP at end-2013, mainly driven by the 
reduetion in publie debt. While Sweden's mildly 
negative net international Investment position 
remained broadly stable in 2011 and 2012, it is 
estimated to have improved in 2013 on the baek of 
a sizeable eurrent aeeount surplus and favourable 
valuation ehanges. 

Aeeording to the Commission serviees’ 2014 
Spring Foreeast, the external surplus is projeeted to 
eontinue its gradual deeline to some 6% of GDP in 
2014 and 2015. The projeeted deeline refleets the 
faet that, eompared to previous reeoveries, net 
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Table 9.5: 

Sweden - Product market integration 


2007 

2008 

2009 

2010 

2011 

2012 

Trade openness (%) 

48.2 

50.2 

44.8 

46.4 

47.1 

45.6 

Intra-EA trade in goods GDP ratio (%) 

15.7 

15.8 

13.3 

14.2 

14.6 

13.6 

Intra-EA trade in serviees GDP ratio (%) 

4.1 

4.3 

4.5 

4.3 

4.3 

4.5 

Extra-EA trade in goods GDP ratio (%) 

19.0 

20.1 

17.4 

18.9 

19.3 

18.5 

Export in high teehnology (%) 

13.3 

13.2 

14.6 

14.5 

13.8 

12.9 

High-teeh trade balanee (%) 

0.5 

0.6 

0.3 

0.2 

0.1 

-0.1 

Total FDI inflows GDP ratio (%) 

6.2 

7.6 

2.5 

0.0 

1.7 

3.1 

Intra-EA FDI inflows GDP ratio (%) 

n.a. 

n.a. 

2.7 

0.8 

0.0 

0.8 

FDI intensity 

7.3 

6.9 

4.5 

2.2 

3.5 

4.4 

Internal Market Direetives (%) 

I.O 

0.9 

0.4 

0.9 

0.6 

0.1 

Time to Start up a new eompany 

16.0 

16.0 

16.0 

16.0 

16.0 

16.0 

Real house priee index 

94.9 

93.2 

93.8 

100.0 

100.6 

100.4 

Residential investment (%) 

3.9 

3.5 

3.0 

3.3 

3.6 

3.2 

Building permits index 

103.3 

87.9 

77.6 

100.0 

101.5 

88.2 


1 ) (Imports + Exports of goods and Services / (2 x GDP at current market prices)) x lOO (Foreign Trade Statistics, Balance of Payments). 

2) (Intra-EA-18 Imports + Exports of goods / (2 x GDP at current market prices)) x lOO (Foreign Trade Statistics). 

3) Intra-EA-l 7 trade in Services (average credit and debit in % of GDP at current prices) (Balance of Payments). 

4) (Extra-EA-l8 Imports + Exports of goods / (2x GDP at current market prices)) x lOO (Foreign Trade Statistics). 

5) Taken directly from Eurostat's databases: Exports of high technology products as a share of total exports. 

6) (Exports - Imports in high tech) / GDP at current prices x lOO, since 2007 the data based upon SITC Rev. 4 (earlierSITC Rev. 3). 

7) Total FDI inflows (in % of GDP at current prices). 

8) Intra-EA-l 7 FDI inflows (in % of GDP at current prices). 

9) FDI intensity (average intra-EU-27 inflows and outflows in % of GDP at current prices). 

1 0) Percentage of internal market directives not yet communicated as having been transposed, in relation to the total number. 

1 1 ) Time to Start a new Company (in days), Doing Business World Bank. 

12) Deflated house price Index (2010=100), Eurostat. 

13) Gross Capital formation in residential buildings (in % of GDP), Eurostat. 

14) Number of new residential building permits (2010=100), Eurostat. 

Sources: Eurostat, Sectoral Performance Indicators Database (SPI), Commission Services. 


exports are expected to contribute little or nothing 
to GDP growth. 

9.6.2. Market integration 

Sweden's economy is highly integrated into the 
euro area through trade and Investment linkages. 
Its openness had only temporarily been redueed by 
the eeonomie erisis in 2008-2009 and subsequently 
reeovered gradually. Intra-EA trade represents an 
important share of Swedish exports. In 2012, 42% 
of Swedish goods exports were oriented to EA 
markets. Sweden's main EA trading partners were 

Germany and Finland, while the UK, Denmark, 
Norway and the US remained important non-EA 
export markets. There has been some inerease in 
the importanee of exports to the BRICs, in 
partieular China. Between 2007 and 2012, the 
share of serviees in total Swedish exports 
inereased as a result of the inereasing role of 
outsoureing serviees in the industry, but remained 
Stahle in intra-EA trade. 


The eomposition of trade in goods refleets the 
main features of Sweden's manufaeturing 
industries, whieh are mainly eoneentrated in 
eapital-intensive seetors and high and medium- 
high teehnology industries. Goods exports inelude 
traditional produets, sueh as pulp and paper, iron 
and Steel, as well as more innovation-driven 
produets sueh as maehinery, ear parts, 
pharmaeeutieals and eommunieation applianees. 
The share of high teehnology exports (mainly 
eleetronie and teleeommunieation equipment) was 
broadly stable at 13% over the past two years. 

While Sweden has traditionally been a destination 
for FDI, total FDI inflows in pereent of GDP 
deereased sharply between 2008 and 2010 owing 
to inereased eeonomie uneertainty. Sinee then, 
they have reeovered only slowly, reaehing some 
3% of GDP in 2012. Approximately 60% of total 
FDI emanates from the euro area. 

After a temporary dip in 2008, house priees 
resumed their upward trend in 2010 and stabilised 
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thereafter. The annual percentage change in the 
real house priee Index stood at -0.2 in 2012 (and 
0.7 in 2011). Although house priees have not been 
growing extensively sinee 2010, ineffieieneies in 
the Swedish housing market eontinue to imply 
potential risks for maeroeeonomie stability, in 
partieular in ease of potential house priee 
eorreetions In 2010-2011, building permits 
reeovered from their drastie deeline in the previous 
years, before falling again in 2012. The latest 
figures available point to a renewed inerease in 
building permits. Residential investment bas 
remained broadly eonstant at around 3% of GDP in 
the last years. The share of eonstruetion in total 
value added bas remained stähle at around 5%. 

Regarding the business environment, Sweden 
performs well above the average of the euro-area 
Member States in international rankings The 
Swedish eeonomy is eharaeterised by a business- 
friendly elimate, a transparent legal and regulatory 
framework, a skilled labour foree, and a stability- 
oriented maeroeeonomie framework. Transaetion 
eosts related to starting or elosing a business are 
relatively low. However, additional efforts eould 
be made to further simplify proeedures for new 
firms (^^^).()Finally, aeeording to the 2013 Internal 
Market Seoreboard, the transposition of EU 
Internal Market direetives further improved over 
the period under review; in 2012, Sweden had an 
average transposition defieit of 0.1%, the lowest in 
the EU. 

The Swedish labour market, eharaeterised by 
eonstruetive eooperation between soeial partners, 
produees relatively positive labour market 
outeomes and is adequately flexible. The 
employment rate was around 74% in 2012, one of 
the highest in the euro area. Unemployment is 
eomparatively low and the share of long-term 
unemployed is among the lowest in the euro area. 
The wage-setting System is based on negotiations 
between employee and employer eonfederations, 
with the majority of wage bargaining taking plaee 
at firm level within the framework of seetoral 
agreements. Individual salaries are generally set 
loeally, allowing for differentiation aeeording to 


(^®'’)For a more detailed analysis, see European Commission 
(2014), "Maeroeeonomie Imbalanees - Sweden 2014", 
European Economy. Oeeasional Papers. 186. Mareh 2014. 

(^°^)For instanee, Sweden ranks 14th (out of 189 eeonomies) on 
the World Bank's 2014 ease of doing business index and 
6th (out of 148 eeonomies) on the World Eeonomie 
Forum's 2013-2014 Global Competitiveness Index. 

(^‘^^) Aeeording to the 2014 World Bank Doing Business Report 
the time to Start a business in Sweden is 16 ealendar days, 
whieh is slightly longer than the EU average of 14 days. 


individual performances. Wages have been 
developing broadly in line with benehmarks based 
on both internal labour market adjustment and 
external eompetitiveness 

Sweden bas a relatively high ineidenee of flexible 
working time arrangements. While the 
employment proteetion of permanent workers is 
eomparatively high (elose to the euro-area-OECD 
eountries' average, aeeording to the 2013 OECD 
employment proteetion indieator), the employment 
proteetion of temporary workers is eomparatively 
low (roughly half of the euro-area-OECD 
eountries' average). Adjustment by labour mobility 
is adequate, with a relatively low dispersion of 
regional unemployment rates. The Integration of 
low-skilled and foreign-bom remains the key 
ehallenge for the Swedish labour market sinee the 
employment rate of both groups is signifieantly 
below the overall employment rate. 

9.6.3. Financial market integration 

Sweden's finaneial seetor is well integrated into the 
EU finaneial seetor, espeeially through inter- 
linkages in the Nordie-Baltie finaneial eluster. The 
main integration ehannels are the Swedish 
ownership of finaneial intermediaries in all 
eountries of the region, bank funding on 
international finaneial markets and eonsolidation 
of the Stoekholm stoek exehange in the Nasdaq- 
OMX Group. The foreign exposure of Swedish 
banks aeeounts for about half of their total lending 
and is mainly direeted towards Denmark, Finland, 
the US, Germany and the UK. Exposure to the 
Baltie eountries eorresponds to around 5% of the 
aggregated loan book, but plays a dominant role in 
the Estonian, Latvian and Lithuanian market. On 
the other hand, foreign ownership in the Swedish 
market is relatively low (8.5% in 2012) and 
slightly deelined in reeent years. The Swedish 
banking seetor is dominated by four large banks 
and the market eoneentration is higher than in the 
euro area. In 2012, the five largest banks held 
more than 60% of domestie bank assets, eompared 
to a euro-area average of 50%. 


(io9)T]^e methodology for wage benehmarks is published in 
European Commission (2013), "Benchmarks for the 
assessment of wage developments". European Economy. 
Oeeasional Papers. 146. May 2013. 
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Graph 9. lO.Sweden - Foreign ownership and concentration 
in the banking sector 

70 n (in percent, weighted averages) 

JJjl 


10 


SE, 2007 SE, 2012 EA, 2007 

■ Concentration in the banking sector (CR5 ratio) 
Share of foreign institutions as % of total assets 
Source: ECB, Structural financial indicators . 


1% for a number of years (0.8% in 2013). The high 
asset quality, cost-efficiency and market 
eoneentration support the profitability of Swedish 
banks. In 2013, the average return on equity (RoE) 
was at 11.3%, almost double the euro-area 
average. Among other faetors that eontributed to 
the good performanee of the Swedish banks are 
high leverage (linked with high private 
indebtedness), diversified business models and low 
funding eosts. 


Total assets of the Swedish banking seetor, 
ineluding foreign operations, amount to about 
400% of GDP, whieh is above the euro-area 
average. The strueture of the finaneial seetor is 
similar to the euro area. Relative to GDP, the 
banking seetor assets and stoek market 
eapitalisation are higher in Sweden, while the size 
of the debt markets is eomparable. Loans 
eonstitute about 55% of total bank assets. In reeent 
years, loans to households have been gaining 
relative to loans to non-finaneial eorporations, 
inereasing from 62% of GDP in 2007 to 78% in 
2013. In the euro area, this ratio inereased only 
marginally, from some 54% of GDP to 55% of 
GDP. The eredit expansion exerted also upward 
pressure on house priees, although they have not 
grown extensively sinee 2010. Following the 
introduetion of the 85% loan-to-value eap on new 
mortgages in 2010, the Swedish Finaneial 
Supervisory Authority (FSA) took further steps to 
eontain growing household indebtedness, in 
partieular through introdueing a 15% risk weight 
floor for mortgages and a reeommendation for 
individual amortisation plans in 2013. Corporate 
loans in Sweden remained elose to 50% of GDP in 
2013, the same as in 2007. In the euro area, the 
ratio deelined from 49% to 45% over the same 
time span. Total eonsolidated private debt 
stabilised at around 210% of GDP sinee 2010, 
signifieantly above the euro-area average of 145% 
of GDP 

The eapital adequaey of Swedish banks measured 
by Standard regulatory ratio s remains relatively 
high, with a eapital adequaey ratio of above 12% 
in mid-2013 (eompared to some 15% in the euro 
area). However, as Swedish banks apply low 
weights in their risk ealeulation, due to low 
historieal loss levels, the average ratio of eapital to 
total non-risk weighted assets is relatively low. 
The ratio of non-performing loans stayed below 


(^^‘^)For a more detailed analysis, see European Commission 
(2014), "Macroeconomic Imbalances - Sweden 2014", 
European Economy. Oeeasional Papers. 186. March 2014. 


Graph 9 . 1 / .Sweden - selected banking sector soundness 



■ Return on equity Capital adequaey ■ Non performing loans 

Nate: Far 2007 EU-27 nen perferming Icans are a praxy far EA. 

Far 2007, EA RaE and CAR averages are unweighted. 

Saurce: ECB, EC calculatians. 

Deposits aeeount for only 30% of banking seetor 
liabilities in Sweden. Due to their large size 
relative to the eeonomy, Swedish banks are bound 
to rely extensively on market funding, half of 
whieh is in foreign eurreney. This also results from 
the eomposition of savings, with a relatively low 
share held as bank deposits and a high share plaeed 
in seeurities, pension funds and insuranee 
produets. Sweden's safe haven Status during the 
euro area debt erisis led to substantial eapital 
inflows and low funding eosts for banks. Sinee 
market finaneing tends to be more volatile than 
funding via deposits, funding risk is an inherent 
ehallenge for the Swedish banking seetor (^^^). 


Graph 9. /2.Sweden - Reeent development of the 
financial System relative to the euro area 



SE, 2007 SE, 2013 EA, 2007 EA, 2013 


■ Debt Securities Stock market eapitalisation «Credit to non-financial eorporations BCredit to households 

Nate: Debt Securities ether than shares, excluding financial derivatives. 
Saurce: ECB, Cemmissien Services. 

The assets of non-bank finaneial intermediaries 
aeeount for about 45% of the total assets of 
finaneial institutions, having inereased over the 


(“^)ibid. 
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past two years. Sweden has a developed and 
relatively large Insurance sector, including almost 
300 domestic Companies and almost 40 foreign 
branches Notwithstanding the number of 

undertakings, the sector is quite concentrated, with 
the ten largest Companies holding 85% of the 
market in 2012 (in terms of investment assets). 
Total premiums received in 2012 corresponded to 
7.1% of GDP, of which some three quarters were 
accounted for by life insurances The 

Insurance Companies managed assets amounting to 
89% of GDP. The assets under management of the 
Swedish investment funds corresponded to 57% of 
GDP, while the state pension funds' (AP Funds) 
total assets increased to 32% GDP. 

Shareholding is widespread in Sweden, making the 
equity market large and liquid. Households 
directly hold around 10% of the listed shares and 
further 25% through investment funds as well as 
Insurance and pension schemes. Foreign investors 
hold about 40% of the Stocks; their participation 
has been increasing Stock market 

capitalisation increased to 122% of GDP in 2013, 
Corning back to the pre-crisis level and exceeding 
twice the euro-area average. NASDAQ OMX 
Stockholm is the dominant trading venue, sharing 
the same listed Companies with the stock 
exchanges in Helsinki, Copenhagen and Reykjavik 
("Nordic list"). The value of the outstanding debt 
Securities increased from 134% of GDP in 2007 to 
166% in 2013, in line with evolution of the euro- 
area average. The long term debt market in SEK is 
dominated by issuances of covered bonds by 
mortgage institutions (45% of the total) and central 
government debt securities (30%). Banks rank 
third, although the bulk of their issuance is done in 
foreign currencies on the international market (^^^). 
The issuance of corporate debt has increased since 
2007, but remains relatively limited, which is also 
the case for bonds issued by municipals and county 
councils. The Swedish money market, accounting 
for about one tenth of the bond market in terms of 
size, halved after the financial crisis and has been 
recovering only slowly in recent years. Sweden has 
also developed a foreign exchange market as well 
as markets for interest-rate and forex derivatives. 


As at the end of 2012. Source: Sveriges Riksbank (2013), 
The Swedish Financial Market. 

Swiss Re Sigma (2013), World Insurance in 2012. 

(^^'^)2012 data. Source: Sveriges Riksbank (2013), The Swedish 
Financial Market. 

(^^^)Issues in foreign currencies are typically converted in SEK 
via derivatives, primarily currency swaps. 


Since 1991, the Swedish Financial Supervisory 
Authority (FSA) has been the single micro- 
prudential Supervisor for the banking, securities 
and insurance sectors. In 2013, the government 
decided to grant responsibility for macro- 
prudential oversight to the FSA as well, thus 
concentrating micro- and macro-prudential tools in 
a single authority. The Riksbank and the Ministry 
of Finance will remain involved in macro- 
prudential policy in the areas of their 
competencies, not least through participation in the 
Financial Stability Committee (^^^). Sweden has 
implemented most of the EU financial Services 
directives. 


(^^^)The ESC (Financial Stability Committee), established by a 
government decision of December 2013, will also ine lüde 
the FSA and the Swedish National Debt Office. The first of 
its official semi-annual meetings is foreseen for June 2014. 
The establishment of the ESC formalises the inter- 
institutional Cooperation on financial stability and crisis 
management dating back to 2005. 
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1 EINLEITUNG 


Am 1. Januar 1999 wurde in elf EU-Mitgliedstaaten der Euro eingeführt. Seither sind 
sieben weitere EU-Mitgliedstaaten dem Euro- Währungsgebiet beigetreten, zuletzt 
Lettland am 1. Januar 2014. Mit dem am 1. Juli 2013 erfolgten EU-Beitritt Kroatiens 
nehmen zehn Mitgliedstaaten der EU derzeit nicht voll an der Wirtschafts- und 
Währungsunion (WWU) teil, d. h., sie haben die gemeinsame Währung noch nicht 
eingefiährt. Zwei dieser Länder, nämlich Dänemark und das Vereinigte Königreich, haben 
erklärt, dass sie nicht an der dritten Stufe der WWU teilnehmen würden. Infolgedessen 
müssen für diese beiden Mitgliedstaaten der EU Konvergenzberichte nur auf deren Antrag 
vorgelegt werden. Da keines der beiden Länder einen solchen Antrag gestellt hat, werden 
im vorliegenden Bericht acht Länder untersucht: Bulgarien, die Tschechische Republik, 
Kroatien, Litauen, Ungarn, Polen, Rumänien und Schweden. Diese acht Länder sind 
gemäß dem Vertrag über die Arbeitsweise der Europäischen Union (nachstehend 
„AEUV“)^ verpflichtet, den Euro einzufähren, und müssen sich daher bemühen, sämtliche 
Konvergenzkriterien zu erfüllen. 

Mit der Vorlage dieses Berichts erfüllt die EZB die Vorgaben von Artikel 140 des AEUV, 
wonach sie dem Rat der Europäischen Union (EU-Rat) mindestens einmal alle zwei Jahre 
oder auf Antrag eines EU-Mitgliedstaats, für den eine Ausnahmeregelung gilt, zu 
berichten hat, „inwieweit die Mitgliedstaaten, für die eine Ausnahmeregelung gilt, bei der 
Verwirklichung der Wirtschafts- und Währungsunion ihren Verpflichtungen bereits 
nachgekommen sind“. Die acht im vorliegenden Bericht betrachteten Länder wurden 
daher im Rahmen dieses regelmäßigen Zweijahreszyklus untersucht. Den gleichen 
Auftrag hat die Europäische Kommission, die ebenfalls einen Bericht erstellt hat. Beide 
Berichte werden dem EU-Rat gleichzeitig vorgelegt. 

Die EZB verwendet in diesem Bericht das Analyseschema aus ihren früheren 
Konvergenzberichten und prüft, ob die acht betreffenden Länder ein hohes Maß an 
dauerhafter wirtschaftlicher Konvergenz erreicht haben, ob die innerstaatlichen 
Rechtsvorschriften mit den Verträgen sowie der Satzung des Europäischen Systems der 
Zentralbanken und der Europäischen Zentralbank (ESZB-Satzung) vereinbar sind und ob 


Siehe aueh die Abgrenzung von „Treaty“ und „Treaties“ im Glossar der englisehen 
Gesamtfassung des Konvergenzberiehts. 
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die rechtlichen Anforderungen eingehalten werden, die erfüllt sein müssen, damit die 
entsprechende NZB integraler Bestandteil des Eurosystems werden kann. 

Litauen wird im vorliegenden Bericht einer eingehenderen Prüfung unterzogen als die 
anderen untersuchten Länder, da die litauischen Behörden wiederholt ihre Absicht 
bekundet haben, den Euro zum 1. Januar 2015 einführen zu wollen. 


Die Prüfung des wirtschaftlichen Konvergenzprozesses hängt entscheidend von der 
Qualität und Integrität der zugrunde liegenden Statistiken ab. Die Aufbereitung und 
Meldung statistischer Daten, insbesondere von Daten zur Finanzlage der öffentlichen 
Haushalte, darf nicht politischen Überlegungen oder politischer Einflussnahme 
unterliegen. Die Mitgliedstaaten der EU wurden gebeten, der Qualität und Integrität ihrer 
Statistiken hohe Priorität beizumessen, die Absicherung der Datenaufbereitung durch 
umfassende Kontrollen zu gewährleisten und Mindeststandards bei der Erstellung der 
Statistiken anzuwenden. Diese Standards sind von größter Bedeutung, um die 
Unabhängigkeit, Integrität und Rechenschaftspflicht der nationalen Statistikämter sowie 
das Vertrauen in die Qualität der Statistiken zu den öffentlichen Finanzen zu stärken 
(siehe Kapitel 5 Abschnitt 9 in der englischen Gesamtfassung des Konvergenzberichts). 


Außerdem wird ab dem 4. November 2014^ jedes Land, bei dem die Ausnahmeregelung 
aufgehoben worden ist, spätestens am Tag der Einführung des Euro auch dem 
einheitlichen Aufsichtsmechanismus (Single Supervisory Mechanism - SSM) beitreten. 
Von diesem Tag an gelten für diesen Mitgliedstaat sämtliche aus dem SSM erwachsenden 
Rechte und Pflichten. Es ist daher unabdingbar, dass er die erforderlichen Vorbereitungen 
trifft. Dabei misst die EZB der umfassenden Prüfung der Kreditinstitute, einschließlich der 
Bilanzbewertung, die sie vor Übernahme ihrer Aufgaben durchzuführen hat, große 
Bedeutung bei. Es handelt sich dabei um eine umfassende Bewertung des Bankensystems, 
die in Zusammenarbeit mit den nationalen zuständigen Behörden der teilnehmenden 
Mitgliedstaaten durchgefiührt wird. Diese Bewertung, die nicht Gegenstand dieses 
Berichts ist, muss abgeschlossen sein, bevor die EZB ihre Aufsichtsaufgaben übernimmt. 
Sie umfasst eine Prüfung der Aktiva-Qualität und einen Stresstest. Ziel ist es, die 
Transparenz zu fördern, die Bilanzen zu sanieren, wenn dies erforderlich ist, und das 



^ Ab diesem Tag übernimmt die EZB die ihr übertragenen Aufgaben naeh Artikel 33 Absatz 2 
Verordnung (EU) Nr. 1024/2013 des Rates vom 15. Oktober 2013 zur Übertragung besonderer 
Aufgaben im Zusammenhang mit der Aufsieht über Kreditinstitute auf die Europäisehe 
Zentralbank. 
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Vertrauen in den Bankensektor zu stärken. Die Bankensysteme der Mitgliedstaaten, die 
dem Euro- Währungsgebiet und somit dem SSM nach dem Tag der Übernahme der 
Aufsicht beitreten, werden einer umfassenden Bewertung unterzogen.^ 

Der Bericht gliedert sich wie folgt: In Kapitell wird das für die Prüfung der 
wirtschaftlichen und rechtlichen Konvergenz verwendete Analyseschema beschrieben. 
Kapitel 3 gibt einen horizontalen Überblick über die wichtigsten Aspekte der 
wirtschaftlichen Konvergenz. Kapitel 4 enthält die Länderzusammenfassungen, in denen 
die Hauptergebnisse der Prüfung der wirtschaftlichen und rechtlichen Konvergenz 
dargestellt werden. In Kapitel 5 der englischen Gesamtfassung wird der Stand der 
wirtschaftlichen Konvergenz in den acht betrachteten EU-Mitgliedstaaten eingehender 
analysiert und ein Überblick über die Konvergenzindikatoren sowie über die statistische 
Methode zu deren Erstellung gegeben. In Kapitel 6 der Gesamtfassung wird schließlich 
geprüft, inwieweit die innerstaatlichen Rechtsvorschriften dieser Mitgliedstaaten 
einschließlich der Satzung der jeweiligen NZB mit Artikel 130 und 131 AEUV vereinbar 
sind. 


^ Siehe Erwägungsgrund 10 der Verordnung EZB/20 14/1 7 der Europäisehen Zentralbank vom 
16. April 2014 zur Einriehtung eines Rahmenwerks für die Zusammenarbeit zwisehen der 
Europäisehen Zentralbank und den nationalen zuständigen Behörden und den nationalen 
benannten Behörden innerhalb des einheitliehen Aufsiehtsmeehanismus (SSM- 
Rahmenverordnung) . 
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2 ANALYSESCHEMA 

2.1 WIRTSCHAFTLICHE KONVERGENZ 

Um den Stand der wirtschaftlichen Konvergenz in den EU-Mitgliedstaaten zu prüfen, die 
den Euro einführen möchten, verwendet die EZB ein einheitliches Analyseschema. Dieses 
Analyseschema, das in allen Konvergenzberichten des Europäischen Währungsinstituts 
(EWI) und der EZB konsistent angewandt wurde, stützt sich zum einen auf die 
Bestimmungen des AEUV und deren Anwendung durch die EZB in Bezug auf die 
Entwicklung der Preise, der Finanzierungssalden und Schuldenquoten, der Wechselkurse 
und der langfristigen Zinssätze sowie sonstiger Faktoren, die für die wirtschaftliche 
Integration und Konvergenz relevant sind. Zum anderen basiert es auf einer Reihe 
zusätzlicher vergangenheitsbezogener und zukunftsorientierter Wirtschaftsindikatoren, die 
für eine genauere Prüfung der Dauerhaftigkeit der Konvergenz zweckmäßig erscheinen. 
Die Untersuchung des betreffenden Mitgliedstaats auf Basis aller dieser Faktoren ist von 
Bedeutung, um zu gewährleisten, dass dessen Integration in den Euroraum ohne größere 
Probleme vonstattengehen kann. In den Kästen 1 bis 5 werden die rechtlichen 
Bestimmungen kurz zusammengefasst und methodische Einzelheiten zur Anwendung 
dieser Bestimmungen durch die EZB erläutert. 

Um die Kontinuität und Gleichbehandlung sicherzustellen, baut der vorliegende Bericht 
auf Prinzipien auf, die in früheren, von der EZB (und davor vom EWI) veröffentlichten 
Berichten erläutert wurden. Insbesondere legt die EZB bei der Anwendung der 
Konvergenzkriterien eine Reihe von Leitprinzipien zugrunde. Erstens werden die 
einzelnen Kriterien strikt ausgelegt und angewandt. Dahinter steht die Überlegung, dass 
der Zweck der Kriterien im Wesentlichen darin liegt, sicherzustellen, dass nur diejenigen 
Mitgliedstaaten, die der Gewährleistung von Preisstabilität und dem Zusammenhalt des 
Euro-Währungsgebiets förderliche wirtschaftliche Bedingungen aufweisen, diesem 
beitreten können. Zweitens bilden die Konvergenzkriterien ein kohärentes und integriertes 
Ganzes und müssen insgesamt erfüllt werden; der AEUV führt die Kriterien 
gleichberechtigt auf und legt keine Rangordnung nahe. Drittens müssen die 
Konvergenzkriterien auf Grundlage der Ist-Daten erfüllt werden. Viertens sollte die 
Anwendung der Konvergenzkriterien auf konsistente, transparente und einfache Weise 
erfolgen. Außerdem ist bei der Untersuchung der Einhaltung der Konvergenzkriterien von 
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zentraler Bedeutung, ob diese dauerhaft und nicht nur zu einem bestimmten Zeitpunkt 
eingehalten werden. Aus diesem Grund beschäftigen sich die Länderberichte ausführlich 
mit der Dauerhaftigkeit der Konvergenz. 

Die Wirtschaftsentwicklung wird daher in den betreffenden Ländern im Rückblick 
betrachtet, und zwar vor allem unter Bezugnahme auf die vergangenen zehn Jahre. So 
lässt sich exakter bestimmen, inwieweit die aktuellen Fortschritte auf echte strukturelle 
Anpassungen zurückzufiühren sind, wodurch sich wiederum die Dauerhaftigkeit der 
wirtschaftlichen Konvergenz besser einschätzen lassen sollte. 

Zudem wird, soweit dies zweckmäßig erscheint, eine vorausschauende Perspektive 
eingenommen. In diesem Zusammenhang wird insbesondere der Tatsache Rechnung 
getragen, dass die Nachhaltigkeit einer günstigen Wirtschaftsentwicklung entscheidend 
von angemessenen und dauerhaften politischen Maßnahmen zur Bewältigung bestehender 
und zukünftiger Herausforderungen abhängt. Zur Förderung eines mittel- bis langfristigen 
nachhaltigen Wachstums spielen überdies gute Führungsstrukturen und handlungsfähige 
Institutionen eine wichtige Rolle. Insgesamt ist hervorzuheben, dass für die 
Gewährleistung einer dauerhaften wirtschaftlichen Konvergenz die Erreichung einer 
soliden Ausgangsposition, das Vorhandensein handlungsfähiger Institutionen und die 
Verfolgung eines angemessenen politischen Kurses nach Einführung des Euro von 
entscheidender Bedeutung sind. 

Das einheitliche Schema wird separat auf die acht zu prüfenden EU-Mitgliedstaaten 
angewandt. Diese Prüfungen, die auf die Entwicklung in den jeweiligen Mitgliedstaaten 
abstellen, sind im Einklang mit den Bestimmungen von Artikel 140 AEUV gesondert zu 
betrachten. 

Redaktionsschluss für die in diesem Konvergenzbericht enthaltenen Statistiken war der 
15. Mai 2014. Die bei der Anwendung der Konvergenzkriterien herangezogenen 
statistischen Daten wurden von der Europäischen Kommission (im Fall der Wechselkurse 
und Langfristzinsen in Zusammenarbeit mit der EZB) zur Verfügung gestellt (siehe auch 
Kapitel 5 Abschnitt 9 sowie die Tabellen und Abbildungen in der englischen 
Gesamtfassung des Konvergenzberichts). Die Konvergenzdaten zur Entwicklung der 
Preise und langfristigen Zinssätze decken den Zeitraum bis April 2014 ab, dem letzten 
Monat, für den Zahlen zu den HVPIs verfügbar waren. Monatswerte zu den 
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Wechselkursen liegen ebenfalls bis April 2014 vor. Historische Daten zur Lage der 
öffentlichen Finanzen erstrecken sich auf den Zeitraum bis 2013. Herangezogen werden 
auch Prognosen verschiedener Quellen, das jüngste Konvergenzprogramm des jeweiligen 
Mitgliedstaats sowie andere Informationen, die für eine in die Zukunft gerichtete Prüfung 
der Dauerhaftigkeit der Konvergenz wichtig sind. Die Frühjahrsprognose 2014 der 
Europäischen Kommission und der Wammechanismus-Bericht 2014, die im vorliegenden 
Bericht berücksichtigt werden, wurden am 2. Mai 2014 bzw. am 13. November 2013 
veröffentlicht. Am 2. Juni 2014 wurde der vorliegende Konvergenzbericht vom 
Erweiterten Rat der EZB verabschiedet. 


Die Bestimmungen des AEUV im Hinblick auf die Preisentwicklung und deren 
Anwendung durch die EZB sind in Kasten 1 dargelegt. 


Kasten 1 


PREISENTWICKLUNG 

1 Bestimmungen des AEUV 

Artikel 140 Absatz 1 erster Gedankenstrich AEUV fordert, dass im Rahmen des 
Konvergenzberichts geprüft wird, ob ein hoher Grad an dauerhafter Konvergenz erreicht 
ist. Maßstab hierfür ist, ob die einzelnen Mitgliedstaaten das folgende Kriterium erfüllen: 

die „Erreichung eines hohen Grades an Preisstabilität, ersichtlich aus einer Inflationsrate, 
die der Inflationsrate jener - höchstens drei - Mitgliedstaaten nahe kommt, die auf dem 
Gebiet der Preisstabilität das beste Ergebnis erzielt haben“. 

Artikel 1 des Protokolls (Nr. 13) über die Konvergenzkriterien nach Artikel 140 AEUV 
legt fest: 

„Das in Artikel 140 Absatz 1 erster Gedankenstrich des Vertrags über die Arbeitsweise 
der Europäischen Union genannte Kriterium der Preisstabilität bedeutet, dass ein 
Mitgliedstaat eine anhaltende Preis Stabilität und eine während des letzten Jahres vor der 
Prüfung gemessene durchschnittliche Inflationsrate aufweisen muss, die um nicht mehr als 

1 Z 2 Prozentpunkte über der Inflationsrate jener - höchstens drei - Mitgliedstaaten liegt, 
die auf dem Gebiet der Preisstabilität das beste Ergebnis erzielt haben. Die Inflation wird 
anhand des Verbraucherpreisindexes auf vergleichbarer Grundlage unter 
Berücksichtigung der unterschiedlichen Definitionen in den einzelnen Mitgliedstaaten 
gemessen.“ 

2 Anwendung der Bestimmungen des AEUV 

In diesem Bericht wendet die EZB die Bestimmungen des AEUV wie folgt an: 

Erstens wurde im Hinblick auf „eine während des letzten Jahres vor der Prüfung 
gemessene durchschnittliche Inflationsrate“ die Teuerungsrate anhand der Veränderung 
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des letzten verfügbaren Zwölfmonatsdurchschnitts des HVPI gegenüber dem 
Zwölfmonatsdurchschnitt der Vorperiode berechnet. Der für diesen Bericht maßgebliche 
Referenzzeitraum für die Inflationsrate erstreckt sich somit von Mai 2013 bis April 2014. 

Zweitens wurde der Vorgabe „höchstens drei [...] Mitgliedstaaten [...], die auf dem Gebiet 
der Preisstabilität das beste Ergebnis erzielt haben“ Rechnung getragen, indem für den 
Referenzwert das ungewichtete arithmetische Mittel der Teuerungsraten folgender drei 
Mitgliedstaaten herangezogen wurde: Lettland (0,1 %), Portugal (0,3 %) und Irland 
(0,3 %). Folglich liegt die durchschnittliche Rate bei 0,2 % und der Referenzwert - nach 
Addition von 1 Z 2 Prozentpunkten - bei 1,7 %. 

Die Inflationsraten Griechenlands, Bulgariens und Zyperns wurden bei der Berechnung 
des Referenzwerts nicht berücksichtigt. In diesen drei Ländern wies der 
Zwölfmonatsdurchschnitt der Teuerungsrate für den Referenzzeitraum im April 2014 
einen Wert von -1,2%, -0,8% bzw. -0,4% auf Sie wurden bei der Berechnung des 
Referenzwerts als „Ausnahmen“ behandelt. Im Referenzzeitraum lagen die Inflationsraten 
in allen diesen Ländern deutlich unter den vergleichbaren Raten in anderen 
Mitgliedstaaten, und verantwortlich hierfür waren in sämtlichen Fällen außergewöhnliche 
Faktoren. Griechenland und Zypern befinden sich in einer außerordentlich tiefen 
Rezession, mit dem Ergebnis, dass ihr Preisauftrieb durch außergewöhnlich große 
negative Produktionslücken gedämpft wurde. In Bulgarien führte eine Häufung 
länderspezifischer Faktoren zu erheblichem Abwärtsdruck auf die Teuerung. Unter 
anderem machen sich hier eine deutliche Senkung administrierter Preise (vor allem der 
Preise für Elektrizität) und spürbar negative Beiträge aus dem Bereich der Verkehrs- und 
Gesundheitsdienstleistungen bemerkbar. 

Es sei darauf hingewiesen, dass das Konzept der „Ausnahme“ bereits in früheren 
Konvergenzberichten der EZB (siehe beispielsweise die Konvergenzberichte 2010, 2012 
und 2013) sowie in den Konvergenzberichten des EWI behandelt wurde. Entsprechend 
diesen Berichten trifft das Konzept der „Ausnahme“ dann auf einen Mitgliedstaat zu, 
wenn zwei Bedingungen erfüllt sind: Erstens liegt der Zwölfmonatsdurchschnitt seiner 
Inflationsrate deutlich unterhalb der vergleichbaren Raten der anderen Mitgliedstaaten, 
und zweitens wurde seine Preisentwicklung erheblich durch außergewöhnliche Faktoren 
beeinflusst. Zur Identifizierung von Ausnahmen wird kein mechanischer Ansatz 
herangezogen, sondern es wurde ein Ansatz eingeführt, der angemessen auf potenzielle 
signifikante Verzerrungen der Infiationsentwicklung in einzelnen Ländern reagiert. 

Die Teuerung wurde auf der Grundlage des HVPI gemessen, der entwickelt wurde, um die 
Konvergenz im Hinblick auf die Preisstabilität auf vergleichbarer Grundlage beurteilen zu 
können (siehe Kapitel 5 Abschnitt 9 in der englischen Gesamtfassung des 
Konvergenzberichts). Im statistischen Abschnitt dieses Berichts wird zu 
Informationszwecken die durchschnittliche Infiationsrate des Euro- Währungsgebiets 
ausgewiesen. 

Um die Dauerhaftigkeit der Preisentwicklung im untersuchten Land genauer beurteilen zu 
können, wird der Durchschnitt der am HVPI gemessenen Infiationsrate im 
zwölfmonatigen Berichtszeitraum von Mai 2013 bis April 2014 der Infiationsdynamik 
gegenübergestellt, die in den letzten zehn Jahren in diesem Land zu beobachten war. 
Dabei werden der geldpolitische Kurs- insbesondere die Frage, ob die Geldpolitik 
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vorrangig auf das Erreichen und die Gewährleistung von Preisstabilität ausgerichtet ist - 
sowie der Beitrag, den andere Bereiche der Wirtschaftspolitik zur Erreichung dieses Ziels 
geleistet haben, eingehend untersucht. Darüber hinaus wird die Bedeutung des 
gesamtwirtschaftlichen Umfelds für die Erreichung von Preisstabilität berücksichtigt. Die 
Preisentwicklung wird unter dem Aspekt von Angebots- und Nachfragebedingungen 
untersucht, wobei der Schwerpunkt unter anderem auf Faktoren liegt, welche die 
Lohnstückkosten sowie die Importpreise beeinflussen. Schließlich werden die 
Entwicklungen anderer wichtiger Preisindizes (etwa des HVPI ohne unverarbeitete 
Nahrungsmittel und Energie, des HVPI zu konstanten Steuersätzen, des nationalen VPI, 
des Deflators des privaten Verbrauchs, des BIP-Deflators und der Erzeugerpreise) 
einbezogen. Vorausblickend wird zu den für die nächsten Jahre zu erwartenden 
Inflationsentwicklungen, einschließlich der Prognosen wichtiger internationaler 
Organisationen und der Marktteilnehmer, Stellung genommen. Ferner werden 
institutionelle und strukturelle Aspekte erörtert, die für die Gewährleistung eines der 
Preisstabilität förderlichen Umfelds nach der Einführung des Euro von Bedeutung sind. 

Die rechtlichen Bestimmungen im Hinblick auf die Entwicklung der öffentlichen 
Finanzen und deren Anwendung durch die EZB sowie Verfahrensfragen sind in Kasten 2 
dargelegt. 


Kasten 2 


ENTWICKLUNG DER ÖFFENTLICHEN FINANZEN 

1 Bestimmungen des AEUV und anderer Rechtsgrundlagen 

Artikel 140 Absatz 1 zweiter Gedankenstrich AEUV fordert, dass im Rahmen des 
Konvergenzberichts geprüft wird, ob ein hoher Grad an dauerhafter Konvergenz erreicht 
ist. Maßstab hierfür ist, ob die einzelnen Mitgliedstaaten das folgende Kriterium erfüllen: 

„eine auf Dauer tragbare Finanzlage der öffentlichen Hand, ersichtlich aus einer 
öffentlichen Haushaltslage ohne übermäßiges Defizit im Sinne des Artikels 126 
Absatz 6“. 

Artikel 2 des Protokolls (Nr. 13) über die Konvergenzkriterien nach Artikel 140 AEUV 
legt fest: 

„Das in Artikel 140 Absatz 1 zweiter Gedankenstrich des genannten Vertrags genannte 
Kriterium der Finanzlage der öffentlichen Hand bedeutet, dass zum Zeitpunkt der Prüfung 
kein Beschluss des Rates nach Artikel 126 Absatz 6 des genannten Vertrags vorliegt, 
wonach in dem betreffenden Mitgliedstaat ein übermäßiges Defizit besteht.“ 
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Artikel 126 regelt das Verfahren bei einem übermäßigen Defizit. Gemäß Artikel 126 
Absatz 2 und 3 erstellt die Europäische Kommission einen Bericht, wenn ein Mitgliedstaat 
die Anforderungen an die Haushaltsdisziplin nicht erfüllt, insbesondere wenn 

(a) das Verhältnis des geplanten oder tatsächlichen öffentlichen Defizits zum BIP einen 
bestimmten Referenzwert (im Protokoll über das Verfahren bei einem übermäßigen 
Defizit auf 3 % festgelegt) überschreitet, es sei denn, dass 

- entweder das Verhältnis erheblich und laufend zurückgegangen ist und einen Wert 
in der Nähe des Referenzwerts erreicht hat 

- oder der Referenzwert nur ausnahmsweise und vorübergehend überschritten wird 
und das Verhältnis in der Nähe des Referenzwerts bleibt, 

(b) das Verhältnis des öffentlichen Schuldenstands zum BIP einen bestimmten 
Referenzwert überschreitet (im Protokoll über das Verfahren bei einem übermäßigen 
Defizit auf 60 % des BIP festgelegt), es sei denn, dass das Verhältnis hinreichend 
rückläufig ist und sich rasch genug dem Referenzwert nähert. 

Darüber hinaus ist in dem Bericht der Europäischen Kommission zu berücksichtigen, ob 
das öffentliche Defizit die öffentlichen Ausgaben für Investitionen überschreitet; 
berücksichtigt werden ferner alle sonstigen einschlägigen Faktoren, einschließlich der 
mittelfristigen Wirtschafts- und Haushaltslage des Mitgliedstaats. Die Kommission kann 
ferner einen Bericht erstellen, wenn sie ungeachtet der Erfüllung der Kriterien der 
Auffassung ist, dass in einem Mitgliedstaat die Gefahr eines übermäßigen Defizits besteht. 
Der Wirtschafts- und Finanzausschuss gibt eine Stellungnahme zu dem Bericht der 
Europäischen Kommission ab. Dann beschließt nach Artikel 126 Absatz 6 der Rat mit 
qualifizierter Mehrheit (ohne die Stimme des betroffenen Mitgliedstaats) auf Empfehlung 
der Kommission und unter Berücksichtigung der Bemerkungen, die der betreffende 
Mitgliedstaat gegebenenfalls abzugeben wünscht, nach Prüfung der Gesamtlage, ob in 
einem Mitgliedstaat ein übermäßiges Defizit besteht. 

Die Bestimmungen von Artikel 126 AEUV werden durch Verordnung (EG) Nr. 1467/97 
des Rates ^ unter anderem hinsichtlich der folgenden Punkte konkretisiert: 

• Die Gleichrangigkeit des Schuldenstandskriteriums mit dem Defizitkriterium wird 
bekräftigt, indem Ersteres operationalisiert wird, wobei eine Übergangsfrist von drei 
Jahren vorgesehen ist. Artikel 2 Absatz la der Verordnung legt fest: Wenn das 
Verhältnis des öffentlichen Schuldenstands zum BIP den Referenzwert überschreitet, 
so kann davon ausgegangen werden, dass das Verhältnis hinreichend rückläufig ist 
und sich rasch genug dem Referenzwert nähert, wenn sich als Richtwert der Abstand 
zum Referenzwert in den letzten drei Jahren jährlich durchschnittlich um ein 
Zwanzigstel verringert hat - bezogen auf die Veränderungen während der letzten drei 
Jahre, für die die Angaben verfügbar sind. Die Anforderung des 
Schuldenstandskriteriums gilt ebenfalls als erfüllt, wenn die geforderte Verringerung 
des Abstands der Haushaltsvorausschätzung der Kommission zufolge innerhalb eines 
bestimmten Dreijahreszeitraums eintreten wird. Bei der Umsetzung des Richtwerts für 
die Anpassung der Schuldenquote wird der Einfluss der Konjunktur auf das Tempo 
des Schuldenabbaus berücksichtigt. 


^ Verordnung (EG) Nr. 1467/97 des Rates vom 7. Juli 1997 über die Besehleunigung und Klärung 
des Verfahrens bei einem übermäßigen Defizit (ABI. L 209 vom 2.8.1997, S. 6) 
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• Ferner werden die einschlägigen Faktoren konkretisiert, die die Kommission bei der 
Erstellung eines Berichts nach Artikel 126 Absatz 3 AEUV berücksichtigt. Vor allem 
wird eine Reihe von Faktoren genannt, die für die Beurteilung der mittelfristigen 
Entwicklung von Wirtschaft, öffentlichen Haushalten und Schuldenstand als 
einschlägig eingestuft werden (siehe Artikel 2 Absatz 3 der genannten Verordnung 
sowie im Folgenden eine genauere Beschreibung der darauf gründenden Analyse der 
EZB). 

Darüber hinaus wurde am 2. März 2012 der auf den Bestimmungen des gestärkten 
Stabilitäts- und Wachstumspakts beruhende Vertrag über Stabilität, Koordinierung und 
Steuerung in der Wirtschafts- und Währungsunion (SKS-Vertrag) durch 25 EU- 
Mitgliedstaaten (alle EU-Staaten mit Ausnahme des Vereinigten Königreichs, der 
Tschechischen Republik und Kroatiens) unterzeichnet, der am 1. Januar 2013 in Kraft 
trat.^ Titel III (der sogenannte Fiskalpakt) enthält unter anderem eine verbindliche 
Haushaltsregel, mit der sichergestellt werden soll, dass der gesamtstaatliche Haushalt 
ausgeglichen ist oder einen Überschuss aufweist. Diese Regel gilt als eingehalten, wenn 
der jährliche strukturelle Finanzierungssaldo dem länderspezifischen mittelfristigen 
Haushaltsziel entspricht und das strukturelle Defizit nicht mehr als 0,5 % des BIP beträgt. 
Liegt die öffentliche Schuldenquote erheblich unter 60 % und sind die Risiken für die 
langfristige Tragfähigkeit der öffentlichen Finanzen gering, so darf das mittelfristige 
Haushaltsziel ein strukturelles Defizit von maximal 1 % des BIP vorsehen. Der SKS- 
Vertrag beinhaltet auch die in EU-Rats Verordnung Nr. 1177/2011 (durch die Verordnung 
(EG) Nr. 1467/97 des Rates geändert wurde)^ erwähnte Regelung zum Richtwert für die 
Verringerung des öffentlichen Schuldenstands. Die Unterzeichnerstaaten müssen die 
festgelegten Haushaltsregeln einschließlich eines automatischen, im Fall von 
Abweichungen vom Haushaltsziel greifenden Korrekturmechanismus in ihren 
Verfassungen oder auf einer gleichwertigen rechtlichen Ebene, die über den Rang des 
jährlichen Haushaltsgesetzes hinausgeht, verankern. 

Was den Vertrag zur Einrichtung des Europäischen Stabilitätsmechanismus (ESM- 
Vertrag) betrifft, so sieht Erwägungsgrund 7 vor, dass ein EU-Mitgliedstaat mit dem 
Beitritt zum Euro- Währungsgebiet zu einem ESM-Mitglied mit sämtlichen Rechten und 
Pflichten werden sollte. Artikel 44 beinhaltet Angaben zum Antrags- und 
Beitrittsverfahren des ESM."^ 


2 


3 


4 
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Der SKS-Vertrag findet aueh auf die ratifizierenden Mitgliedstaaten mit Ausnahmeregelung ab 
dem Tag Anwendung, an dem der Besehluss zur Aufhebung der Ausnahmeregelung wirksam 
wird, es sei denn, der betreffende Mitgliedstaat erklärt, dass er zu einem früheren Zeitpunkt an 
alle oder einige Bestimmungen des SKS -Vertrags gebunden sein will. 

Verordnung (EU) Nr. 1177/2011 des Rates vom 8. November 2011 zur Änderung der 
Verordnung (EG) Nr. 1467/97 über die Besehleunigung und Klärung des Verfahrens bei einem 
übermäßigen Defizit (ABI. L 306 vom 23.1 1.201 1, S. 33). 

In ihrer Stellungnahme CON/20 12/73 hält die EZB fest, dass gemäß Artikel 44 des ESM- 
Vertrags anderen EU-Mitgliedstaaten der Beitritt zu diesem Vertrag auf Antrag hin offen steht. 
Diese „anderen“ Mitgliedstaaten sind jene Länder, die den Euro zum Zeitpunkt der 
Unterzeiehnung des ESM-Vertrags noeh nieht eingefiihrt haben. Zudem wird naeh Artikel 44 des 
ESM- Vertrags ein soleher Antrag von dem betreffenden Mitgliedstaat an den ESM geriehtet, 
naehdem der Rat der Europäisehen Union gemäß Artikel 140 Absatz 2 AEUV besehlossen hat, 
die für diesen Mitgliedstaat geltende Ausnahmeregelung betreffend die Teilnahme am Euro 
aufzuheben. Artikel 44 sieht darüber hinaus vor, dass naeh Genehmigung des Antrags auf Beitritt 
dureh den Gouverneursrat der Beitritt neuer ESM-Mitglieder erfolgt, sobald die Beitrittsurkunde 
beim Verwahrer hinterlegt wurde. Die Stellungnahmen der EZB sind auf der EZB-Website unter 
WWW, eeb . europa. eu abrufbar. 
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2 Anwendung der Bestimmungen des AEUV 

Die EZB bringt zum Zweck der Konvergenzprüfung ihre Auffassung zur Entwicklung der 
öffentlichen Finanzen zum Ausdruck. Mit Blick auf die Tragfähigkeit prüft die EZB die 
wichtigsten Indikatoren der Entwicklung der öffentlichen Finanzen von 2004 bis 2013 
sowie die Aussichten und die Herausforderungen für die öffentlichen Finanzen und 
befasst sich besonders mit dem Zusammenhang zwischen Defiziten und der 
Schuldenentwicklung. Der vorliegende Bericht enthält auch eine Analyse der EZB 
hinsichtlich der Wirksamkeit der nationalen Haushaltsregeln nach Artikel 2 Absatz 3 
Buchstabe b der Verordnung (EG) Nr. 1467/97 des Rates sowie nach Richtlinie 
2011/85/EU des Rates^. Darüber hinaus soll mit der in Artikel 9 Absatz 1 der 
Verordnung (EG) Nr. 1466/97 des Rates^ enthaltenen Regel zum Richtwert für die 
Staatsausgaben die solide Finanzierung von Ausgabensteigerungen gewährleistet werden. 
Unter anderem sollen EU-Mitgliedstaaten, die ihr mittelfristiges Haushaltsziel noch nicht 
erreicht haben, sicherstellen, dass das jährliche Wachstum der einschlägigen 
Primärausgaben eine mittelfristige Referenzrate des Potenzialwachstums nicht übersteigt, 
falls nicht eine Überschreitung durch diskretionäre einnahmenseitige Maßnahmen 
ausgeglichen wird. In Bezug auf Artikel 126 AEUV ist die EZB im Gegensatz zur 
Europäischen Kommission nicht formell in das Verfahren bei einem übermäßigen Defizit 
eingebunden. Der von der EZB erstellte Bericht führt lediglich an, ob für das Land ein 
solches Verfahren eröffnet wurde. 

Im Hinblick auf die Bestimmung des AEUV, wonach eine Schuldenquote von mehr als 
60 % „hinreichend rückläufig“ sein und „sich rasch genug dem Referenzwert“ nähern 
muss, untersucht die EZB die vergangene und künftige Entwicklung der Schuldenquote. 
Zu EU-Mitgliedstaaten, deren Schuldenquote über dem Referenzwert liegt, erstellt die 
EZB zur Veranschaulichung eine Schuldentragfähigkeitsanalyse, die auch auf den 
Richtwert für die Schuldensenkung Bezug nimmt, der in Artikel 2 Absatz la der 
Verordnung (EG) Nr. 1467/97 des Rates festgelegt ist. 

Die Prüfung der Entwicklung der öffentlichen Finanzen stützt sich auf Daten in der 
Abgrenzung der Volkswirtschaftlichen Gesamtrechnungen, die gemäß dem Europäischen 
System Volkswirtschaftlicher Gesamtrechnungen 1995 ermittelt wurden (siehe Kapitel 5 
Abschnitt 9 in der englischen Gesamtfassung des Konvergenzberichts). Die meisten 
Zahlen, die im vorliegenden Bericht genannt werden, wurden im April 2014 von der 
Europäischen Kommission zur Verfügung gestellt und beziehen sich auf die Finanzlage 
des Staatssektors von 2004 bis 2013 sowie auf Prognosen der Europäischen Kommission 


für 2014. 


Hinsichtlich der Tragfähigkeit der öffentlichen Finanzen werden die Ergebnisse des 
Referenzjahres 2013 den Entwicklungen im untersuchten Land in den vergangenen zehn 
Jahren gegenübergestellt. Zunächst wird die Entwicklung der Defizitquote untersucht. 
Dabei ist zu berücksichtigen, dass die Veränderung der jährlichen Defizitquote eines 


^ Richtlinie 2011/85/EU des Rates vom 8. November 2011 über die Anforderungen an die 
haushaltspolitisehen Rahmen der Mitgliedstaaten (ABI. L 306 vom 23.1 1.201 1, S. 41). 

^ Verordnung (EG) Nr. 1466/97 des Rates vom 7. Juli 1997 über den Ausbau der 
haushaltspolitisehen Überwaehung und der Überwaehung und Koordinierung der 
Wirtsehaflspolitiken (ABI. L 209 vom 2.8.1997, S. 1). 
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Landes für gewöhnlich von einer Vielzahl von Bestimmungsfaktoren beeinflusst wird. 
Diese Einflussgrößen werden häufig in konjunkturelle Faktoren, die die Auswirkungen 
von Veränderungen des Konjunkturzyklus auf das Defizit widerspiegeln, und 
nichtkonjunkturelle Faktoren, die oft als Ausdruck struktureller oder dauerhafter 
Anpassungen des finanzpolitischen Kurses angesehen werden, unterteilt. Diese 
nichtkonjunkturellen Faktoren, wie sie im vorliegenden Bericht beziffert werden, spiegeln 
jedoch nicht zwangsläufig immer eine strukturelle Veränderung der Finanzlage des 
Staates wider, da sich darin auch die Auswirkungen von politischen Maßnahmen und 
Sonderfaktoren mit zeitlich begrenzter Wirkung auf den Haushaltssaldo niederschlagen. 
Tatsächlich ist die Beurteilung von Veränderungen der strukturellen Haushaltspositionen 
im Verlauf der Krise angesichts der Unsicherheit bezüglich des Niveaus und der 
Zuwachsrate des Produktionspotenzials besonders schwierig. Was andere finanzpolitische 
Indikatoren betrifft, so wird die vergangene Entwicklung der Staatsausgaben und 
-einnahmen ebenfalls einer eingehenden Betrachtung unterzogen. 

In einem weiteren Schritt werden die Entwicklung der öffentlichen Schuldenquote in 
diesem Zeitraum betrachtet und die Bestimmungsfaktoren für diese Entwicklung 
untersucht: die Differenz zwischen dem nominalen BIP -Wachstum und den Zinssätzen, 
der Primärsaldo sowie Veränderungen der Schuldenquote durch Vorgänge, die nicht in der 
Defizitquote erfasst werden (Deficit-Debt-Adjustments). Daraus können sich weitere 
Erkenntnisse ergeben, inwieweit das gesamtwirtschaftliche Umfeld- insbesondere das 
Zusammenspiel von Wachstum und Zinsen - die Verschuldungsdynamik beeinflusst hat. 
Diese Untersuchung kann auch Informationen darüber liefern, welchen Beitrag die aus 
dem Primärsaldo ersichtlichen Anstrengungen zur Konsolidierung der öffentlichen 
Finanzen geleistet und welche Rolle in den Deficit-Debt-Adjustments enthaltene 
Sonderfaktoren gespielt haben. Darüber hinaus wird die Struktur der öffentlichen 
Verschuldung betrachtet, wobei das Hauptaugenmerk auf den Anteil der Schulden mit 
kurzer Laufzeit und in fremder Währung sowie deren Entwicklung gerichtet ist. Durch 
den Vergleich dieser Anteile mit dem jeweiligen Schuldenstand kann die Reagibilität der 
Finanzierungssalden auf Veränderungen der Wechselkurse und Zinssätze herausgestellt 
werden. 

Vorausblickend geht der Bericht auf die Haushaltspläne der Länder sowie die jüngsten 
Prognosen der Europäischen Kommission für 2014 ein, und auch die mittelfristige 
finanzpolitische Strategie, wie sie im Konvergenzprogramm zum Ausdruck kommt, wird 
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untersucht. Hierzu gehört die Beurteilung der Frage, ob das nach dem Stabilitäts- und 
Wachstumspakt festgelegte mittelfristige Haushaltsziel des betreffenden Landes den 
Prognosen zufolge erreicht wird. Gleichzeitig werden die Aussichten für die 
Schuldenquote auf der Grundlage der gegenwärtigen Finanzpolitik bewertet. Schließlich 
werden die langfristigen Herausforderungen für die Tragfähigkeit der öffentlichen 
Finanzen und die wichtigsten Bereiche für künftige Konsolidierungsmaßnahmen 
hervorgehoben. Hier sind insbesondere die umlagefmanzierten staatlichen 
Alterssicherungssysteme im Zusammenhang mit dem demografischen Wandel sowie die 
besonders während der Finanz- und Wirtschaftskrise von der öffentlichen Hand 
eingegangenen Eventualverbindlichkeiten zu nennen. 

Im Einklang mit den bisher praktizierten Verfahren umfasst die oben beschriebene 
Untersuchung auch die meisten der einschlägigen Faktoren, die in Artikel 2 Absatz 3 der 
Verordnung (EG) Nr. 1467/97 des Rates aufgefährt werden (siehe hierzu Kasten 2). 


Die rechtlichen Bestimmungen im Hinblick auf die Wechselkursentwicklung und deren 
Anwendung durch die EZB sind in Kasten 3 dargelegt. 


Kasten 3 


WECHSELKURSENTWICKLUNG 

1 Bestimmungen des AEUV 

Artikel 140 Absatz 1 dritter Gedankenstrich AEUV fordert, dass im Rahmen des 
Konvergenzberichts geprüft wird, ob ein hoher Grad an dauerhafter Konvergenz erreicht 
ist. Maßstab hierfür ist, ob die einzelnen Mitgliedstaaten das folgende Kriterium erfüllen: 

die „Einhaltung der normalen Bandbreiten des Wechselkursmechanismus des 
Europäischen Währungssystems seit mindestens zwei Jahren ohne Abwertung gegenüber 
dem Euro“. 

Artikel 3 des Protokolls (Nr. 13) über die Konvergenzkriterien nach Artikel 140 AEUV 
legt fest: 

„Das in Artikel 140 Absatz 1 dritter Gedankenstrich des genannten Vertrags genannte 
Kriterium der Teilnahme am Wechselkursmechanismus des Europäischen 
Währungssystems bedeutet, dass ein Mitgliedstaat die im Rahmen des 
Wechselkursmechanismus des Europäischen Währungssystems vorgesehenen normalen 
Bandbreiten zumindest in den letzten zwei Jahren vor der Prüfung ohne starke 
Spannungen eingehalten haben muss. Insbesondere darf er den bilateralen Leitkurs seiner 
Währung innerhalb des gleichen Zeitraums gegenüber dem Euro nicht von sich aus 
abgewertet haben.“ 
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2 Anwendung der Bestimmungen des AEUV 

Im Hinblick auf die Wechselkursstabilität untersucht die EZB, ob ein Mitgliedstaat vor 
der Konvergenzprüfung mindestens zwei Jahre ohne starke Spannungen am WKM II (der 
im Januar 1999 den WKM ablöste) teilgenommen hat, insbesondere ohne Abwertung 
gegenüber dem Euro. In Fällen einer kürzeren Teilnahme wird die 
Wechselkursentwicklung für einen zweijährigen Beobachtungszeitraum beschrieben. 

Die Prüfung der Wechselkursstabilität gegenüber dem Euro konzentriert sich darauf, ob 
der Wechselkurs in der Nähe des WKM-II-Leitkurses gelegen hat, berücksichtigt aber 
auch Faktoren, die zu einer Aufwertung geführt haben könnten. Dies steht im Einklang 
mit dem in der Vergangenheit verfolgten Ansatz. In diesem Zusammenhang beeinflusst 
die Schwankungsbandbreite im WKM II nicht die Prüfung des Kriteriums der 
Wechselkursstabilität. 

Darüber hinaus werden zur Feststellung, ob „starke Spannungen“ vorliegen, allgemein 
a) die Abweichung der Wechselkurse von den WKM-II-Leitkursen gegenüber dem Euro 
untersucht, b) Indikatoren wie die Wechselkurs Volatilität gegenüber dem Euro und ihre 
Entwicklung sowie Zinsdifferenzen im kurzfristigen Bereich gegenüber dem Euro- 
Währungsgebiet und ihre Entwicklung herangezogen, c) Devisenmarktinterventionen 
berücksichtigt und d) die Bedeutung internationaler Finanzhilfeprogramme für die 
Stabilisierung der Währung erwogen. 

Der für diesen Bericht maßgebliche Beobachtungszeitraum erstreckt sich vom 16. Mai 
2012 bis zum 15. Mai 2014. Bei allen bilateralen Wechselkursen handelt es sich um 
offizielle Referenzkurse der EZB (siehe Kapitel 5 Abschnitt 9 in der englischen 
Gesamtfassung des Konvergenzberichts). 


Neben der Teilnahme am WKM II und einer Untersuchung der Entwicklung des 
nominalen Wechselkurses gegenüber dem Euro im Beobachtungszeitraum werden auch 
Daten in Bezug auf die Tragfähigkeit des aktuellen Wechselkurses beleuchtet. Dazu wird 
die Entwicklung der realen bilateralen und effektiven Wechselkurse, der 
Exportmarktanteile sowie der Leistungsbilanz, der Vermögensübertragungen und der 
Kapitalbilanz herangezogen. Auch die längerfristige Entwicklung der 
Bruttoauslandsverschuldung und des Netto-Auslandsvermögensstatus wird untersucht. 
Ferner wird im Abschnitt zur Wechselkursentwicklung der Grad der Integration eines 
Landes in das Euro- Währungsgebiet geprüft, wobei die Integration im Bereich des 
Außenhandels (Ausfuhren und Einfuhren) und die Finanzmarktintegration als Messgrößen 
dienen. Schließlich wird im Abschnitt zur Wechselkursentwicklung gegebenenfalls 
dargelegt, ob das geprüfte Land von Liquiditätshilfen von Zentralbanken oder 
Zahlungsbilanzunterstützung (entweder auf bilateraler oder auf multilateraler Ebene unter 
Einbindung des IWF und/oder der EU) profitiert hat. Hierbei werden sowohl eine 
tatsächliche als auch eine vorsorgliche Unterstützung, einschließlich vorsorglicher 
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Mittelbereitstellungen zum Beispiel im Rahmen der Flexiblen Kreditlinie des IWF, 
berücksichtigt. 


Die rechtlichen Bestimmungen im Hinblick auf die Entwicklung des langfristigen 
Zinssatzes und deren Anwendung durch die EZB sind in Kasten 4 dargelegt. 


Kasten 4 


ENTWICKLUNG DES LANGFRISTIGEN ZINSSATZES 

1 Bestimmungen des AEUV 

Artikel 140 Absatz 1 vierter Gedankenstrich AEUV fordert, dass im Rahmen des 
Konvergenzberichts geprüft wird, ob ein hoher Grad an dauerhafter Konvergenz erreicht 
ist. Maßstab hierfür ist, ob die einzelnen Mitgliedstaaten das folgende Kriterium erfüllen: 

die „Dauerhaftigkeit der von dem Mitgliedstaat mit Ausnahmeregelung erreichten 
Konvergenz und seiner Teilnahme am Wechselkursmechanismus, die im Niveau der 
langfristigen Zinssätze zum Ausdruck kommt“. 

Artikel 4 des Protokolls (Nr. 13) über die Konvergenzkriterien nach Artikel 140 AEUV 
legt fest: 

„Das in Artikel 140 Absatz 1 vierter Gedankenstrich des genannten Vertrags genannte 
Kriterium der Konvergenz der Zinssätze bedeutet, dass im Verlauf von einem Jahr vor der 
Prüfung in einem Mitgliedstaat der durchschnittliche langfristige Nominalzinssatz um 
nicht mehr als 2 Prozentpunkte über dem entsprechenden Satz in jenen - höchstens drei - 
Mitgliedstaaten liegt, die auf dem Gebiet der Preisstabilität das beste Ergebnis erzielt 
haben. Die Zinssätze werden anhand langfristiger Staats Schuldverschreibungen oder 
vergleichbarer Wertpapiere unter Berücksichtigung der unterschiedlichen Definitionen in 
den einzelnen Mitgliedstaaten gemessen.“ 

2 Anwendung der Bestimmungen des AEUV 

In diesem Bericht wendet die EZB die Bestimmungen des AEUV wie folgt an: 

Erstens wurde zur Ermittlung des „durchschnittlichen langfristigen Nominalzinssatzes“, 
der „im Verlauf von einem Jahr vor der Prüfung“ beobachtet wurde, das arithmetische 
Mittel der letzten zwölf Monate herangezogen, für die HVPI-Werte Vorlagen. Der für 
diesen Bericht maßgebliche Referenzzeitraum erstreckt sich von Mai 2013 bis April 2014. 

Zweitens wurde der Vorgabe „höchstens drei [...] Mitgliedstaaten [...], die auf dem Gebiet 
der Preisstabilität das beste Ergebnis erzielt haben“ Rechnung getragen, indem für den 
Referenzwert das ungewichtete arithmetische Mittel der langfristigen Zinssätze der drei 
Mitgliedstaaten verwendet wurde, die auch zur Berechnung des Referenzwerts für das 
Kriterium der Preisstabilität herangezogen wurden (siehe Kasten 1). Die langfristigen 
Zinssätze der drei Länder, die auf dem Gebiet der Preisstabilität das beste Ergebnis erzielt 
haben, betrugen im für diesen Bericht maßgeblichen Referenzzeitraum 3,3 % (Lettland), 
3,5 % (Irland) und 5,8 % (Portugal). Folglich liegt der durchschnittliche Zinssatz bei 
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4,2 % und der Referenzwert - nach Addition von 2 Prozentpunkten - bei 6,2 %. Die 
Zinssätze wurden auf der Grundlage vorliegender harmonisierter langfristiger Zinssätze 
gemessen, die zum Zweck der Konvergenzprüfung ermittelt wurden (siehe Kapitel 5 
Abschnitt 9 in der englischen Gesamtfassung des Konvergenzberichts). 


Wie bereits erwähnt, verweist der AEUV explizit auf die „Dauerhaftigkeit der 
Konvergenz“, die im Niveau der langfristigen Zinssätze zum Ausdruck kommt. Die 
Entwicklung im Referenzzeitraum von Mai 2013 bis April 2014 wird daher vor dem 
Hintergrund der Entwicklung der langfristigen Zinssätze in den letzten zehn Jahren (oder 
in dem Zeitraum, für den Daten vorliegen) und der Hauptbestimmungsfaktoren für die 
Zinsdifferenzen gegenüber dem durchschnittlichen langfristigen Zinssatz im Euro- 
Währungsgebiet betrachtet. Im Referenzzeitraum spiegelte der durchschnittliche 
Langfristzins des Euroraums unter anderem die hohen länderspezifischen Risikoprämien 
in mehreren Euro-Ländem wider. Daher dient auch die Rendite langfristiger 
Staatsanleihen des Euroraums mit AAA-Rating (d. h. die Langfristrendite der 
Zinsstrukturkurve des Euro- Währungsgebiets für Länder mit AAA-Rating) zu 
Vergleichszwecken. Als Hintergrundinformation zu dieser Analyse enthält der 
vorliegende Bericht auch Angaben zur Größe und Entwicklung des Finanzmarkts. Dabei 
werden drei Indikatoren herangezogen (der Umlauf an von Kapitalgesellschaften 
begebenen Schuldverschreibungen, die Aktienmarktkapitalisierung und die Kreditvergabe 
inländischer Banken an den privaten Sektor), die zusammengenommen als Maß für die 
Größe der Finanzmärkte dienen. 

In diesem Bericht müssen laut Artikel 140 Absatz 1 AEUV auch verschiedene sonstige 
einschlägige Faktoren berücksichtigt werden (siehe Kasten 5). Diesbezüglich trat am 
13. Dezember 2011 ein verbesserter wirtschaftspolitischer Steuerungsrahmen gemäß 
Artikel 121 Absatz 6 AEUV in Kraft, durch den eine engere Koordinierung der 
Wirtschaftspolitik und eine dauerhafte Konvergenz der Wirtschaftsleistungen der EU- 
Mitgliedstaaten gewährleistet werden soll. In Kasten 5 werden diese Rechtsvorschriften 
im Überblick dargestellt, und es wird erläutert, inwieweit die oben genannten zusätzlichen 
Faktoren im Rahmen der Konvergenzprüfung der EZB Berücksichtigung finden. 
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SONSTIGE EINSCHLÄGIGE FAKTOREN 

1 Bestimmungen des AEUV und anderer Rechtsgrundlagen 

Gemäß Artikel 140 Absatz 1 AEUV haben „die Berichte der Kommission und der 
Europäischen Zentralbank [...] auch die Ergebnisse bei der Integration der Märkte, den 
Stand und die Entwicklung der Leistungsbilanzen, die Entwicklung bei den 
Lohnstückkosten und andere Preisindizes“ zu berücksichtigen. 

In diesem Sinne berücksichtigt die EZB auch das am 13. Dezember 2011 in Kraft 
getretene Gesetzespaket zur wirtschaftspolitischen Steuerung in der EU. Gestützt auf 
Artikel 121 Absatz 6 AEUV haben das Europäische Parlament und der EU-Rat die 
Einzelheiten des Verfahrens der multilateralen Überwachung gemäß Artikel 121 Absatz 3 
und Absatz 4 AEUV festgelegt. Die entsprechenden Regelungen wurden eingefährt, um 
„eine engere Koordinierung der Wirtschaftspolitik und eine dauerhafte Konvergenz der 
Wirtschaftsleistungen der Mitgliedstaaten zu gewährleisten“ (Artikel 121 Absatz 3), aber 
auch um der „Notwendigkeit [nachzukommen], Lehren aus dem ersten Jahrzehnt des 
Funktionierens der Wirtschafts- und Währungsunion zu ziehen und insbesondere die 
wirtschaftspolitische Steuerung in der Union zu verbessern und stärker auf nationaler 
Eigenverantwortung aufzubauen.“^ Die neuen Rechtsvorschriften umfassen auch einen 
verbesserten Überwachungsrahmen (das Verfahren bei einem makroökonomischen 
Ungleichgewicht), der darauf abzielt, übermäßige makroökonomische Ungleichgewichte 
zu vermeiden und EU-Mitgliedstaaten, die diesbezüglich Abweichungen aufweisen, bei 
der Aufstellung von Korrekturplänen zu unterstützen, bevor sich Divergenzen verfestigen. 
Das Verfahren bei einem makroökonomischen Ungleichgewicht - mit einem präventiven 
und einem korrektiven Teil - gilt für alle EU-Mitgliedstaaten außer jene, die bereits einer 
eingehenden Prüfung unterzogen werden, weil sie an einem internationalen, mit Auflagen 
verbundenen Finanzhilfeprogramm teilnehmen. Das obige Verfahren verfügt über einen 
Wammechanismus für die frühzeitige Erkennung von Ungleichgewichten. Ihm zugrunde 
liegt ein transparentes Scoreboard von Indikatoren für alle EU-Mitgliedstaaten, das 
Wamschwellenwerte enthält und das mit einer ökonomischen Bewertung verbunden ist. 
Bei dieser Beurteilung sollte unter anderem der nominalen und realen Konvergenz 
innerhalb und außerhalb des Euro- Währungsgebiets Rechnung getragen werden.^ Bei der 
Bewertung von makroökonomischen Ungleichgewichten sollte angemessen berücksichtigt 
werden, wie schwerwiegend sie sind und welche potenziellen negativen wirtschaftlichen 
und finanziellen Ansteckungseffekte sie haben, die die Anfälligkeit der Wirtschaft in der 
Union erhöhen und das reibungslose Funktionieren der Wirtschafts- und Währungsunion 
bedrohen.^ 

2 Anwendung der Bestimmungen des AEUV 

Im Einklang mit der bisherigen Vorgehensweise werden die in Artikel 140 Absatz 1 
AEUV genannten zusätzlichen Faktoren in Kapitel 5 der englischen Gesamtfassung des 
Konvergenzberichts unter der Überschrift der in den Kästen 1 bis 4 beschriebenen 

^ Siehe Verordnung (EU) Nr. 1176/2011 des Europäisehen Parlaments und des Rates vom 
16. November 2011 über die Vermeidung und Korrektur makroökonomischer 
Ungleichgewichte, Erwägungsgrund 2. 

^ Siehe Verordnung (EU) Nr. 1176/201 1, Artikel 4 Absatz 4. 

^ Siehe Verordnung (EU) Nr. 1176/2011, Erwägungsgrund 17. 
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Einzelkriterien untersucht. Was die verschiedenen Elemente des Verfahrens bei einem 
makroökonomischen Ungleichgewicht anbelangt, so waren die meisten 
makroökonomischen Indikatoren aus der breiten Palette zusätzlicher 
vergangenheitsbezogener und zukunftsorientierter Wirtschaftsindikatoren, die im Sinne 
von Artikel 140 AEUV für eine eingehendere Prüfung der Dauerhaftigkeit der 
Konvergenz herangezogen werden sollten, in der Vergangenheit bereits Gegenstand dieses 
Berichts (einige davon mit anderen statistischen Definitionen). Der Vollständigkeit halber 
sei darauf hingewiesen, dass in Kapitel 3 die Scoreboard-Indikatoren (einschließlich der 
jeweiligen Wamschwellenwerte) für die in diesem Bericht untersuchten Länder aufgefiührt 
sind. Damit wird sichergestellt, dass alle Informationen verfügbar sind, die für eine 
frühzeitige Erkennung makroökonomischer Ungleichgewichte, welche das in Artikel 140 
Absatz 1 AEUV geforderte Erreichen eines hohen Grades an dauerhafter Konvergenz 
behindern können, von Belang sind. Insbesondere bei EU-Mitgliedstaaten mit einer 
Ausnahmeregelung, die einem Verfahren bei einem übermäßigen Ungleichgewicht 
unterliegen, ist kaum davon auszugehen, dass sie im Einklang mit Artikel 140 Absatz 1 
AEUV einen hohen Grad an dauerhafter Konvergenz erreicht haben. 
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2.2 VEREINBARKEIT DER INNERSTAATLICHEN 

RECHTSVORSCHRIFTEN MIT DEN VERTRÄGEN 

2.2.1 EINLEITUNG 

Artikel 140 Absatz 1 AEUV sieht vor, dass die EZB (und die Europäische Kommission) 
mindestens einmal alle zwei Jahre bzw. auf Antrag eines Mitgliedstaats, für den eine 
Ausnahmeregelung gilt, dem Rat der EU berichtet, inwieweit die Mitgliedstaaten, für die 
eine Ausnahmeregelung gilt, bei der Verwirklichung der Wirtschafts- und Währungsunion 
ihren Verpflichtungen bereits nachgekommen sind. Diese Berichte müssen eine Prüfung 
der Vereinbarkeit der innerstaatlichen Rechtsvorschriften der einzelnen Mitgliedstaaten, 
für die eine Ausnahmeregelung gilt, einschließlich der Satzung der jeweiligen NZB, mit 
Artikel 130 und 131 AEUV sowie mit den entsprechenden Artikeln der ESZB-Satzung 
umfassen. Diese den Mitgliedstaaten mit einer Ausnahmeregelung obliegende 
Verpflichtung nach dem AEUV wird auch als Verpflichtung zur „rechtlichen 
Konvergenz“ bezeichnet. Bei der Prüfung der rechtlichen Konvergenz beschränkt sich die 
EZB nicht auf eine formale Beurteilung des Wortlauts der innerstaatlichen 
Rechtsvorschriften, sondern kann auch prüfen, ob die Umsetzung der betreffenden 
Rechtsvorschriften dem Geist der Verträge und der ESZB-Satzung entspricht. Der EZB 
geben insbesondere Anzeichen dafür, dass auf die Beschlussorgane der NZB eines 
Mitgliedstaats Druck ausgeübt wird, Anlass zur Sorge, da dies dem Geist des AEUV im 
Hinblick auf die Zentralbankunabhängigkeit widerspräche. Die EZB sieht auch die 
Notwendigkeit, dass die Beschlussorgane der NZBen reibungslos und kontinuierlich 
funktionieren. Diesbezüglich sind die zuständigen Behörden eines Mitgliedstaats 
insbesondere verpflichtet, dafür zu sorgen, dass eine rechtzeitige Ernennung eines 
Nachfolgers gewährleistet ist, wenn bei einer NZB die Position eines Mitglieds ihrer 
Beschlussorgane frei wird.^^ Die EZB wird alle Entwicklungen genau beobachten, bevor 
sie zu dem endgültigen positiven Urteil gelangt, dass die innerstaatlichen 
Rechtsvorschriften eines Mitgliedstaats mit dem AEUV und der ESZB-Satzung vereinbar 
sind. 


Stellungnahme CON/2010/37 und CON/2010/91. 
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MITGLIEDSTAATEN, FÜR DIE EINE AUSNAHMEREGELUNG GILT, UND 
RECHTLICHE KONVERGENZ 

Bulgarien, die Tschechische Republik, Kroatien, Litauen, Ungarn, Polen, Rumänien und 
Schweden, deren innerstaatliche Rechtsvorschriften im vorliegenden Bericht einer 
Prüfung unterzogen werden, sind ihrem Status nach Mitgliedstaaten, für die eine 
Ausnahmeregelung gilt, d. h., sie haben den Euro noch nicht eingefiährt. Schweden wurde 
gemäß einer Entscheidung des Rates der EU vom Mai 1998 der Status eines 
Mitgliedstaats mit Ausnahmeregelung zuerkannt/ ^ Die Ausnahmeregelung für die übrigen 
Mitgliedstaaten basiert auf Artikel 4^^ bzw. Artikel 5^^ der Akten über die 
Beitrittsbedingungen, denen zufolge jeder dieser Mitgliedstaaten ab dem Tag seines 
Beitritts als Mitgliedstaat, für den eine Ausnahmeregelung im Sinne des Artikels 139 
AEUV gilt, an der Wirtschafts- und Währungsunion teilnimmt. Im vorliegenden Bericht 
bleiben Dänemark und das Vereinigte Königreich als Mitgliedstaaten mit Sonderstatus, 
die den Euro noch nicht eingefährt haben, unberücksichtigt. 

Das den Verträgen beigefägte Protokoll (Nr. 16) über einige Bestimmungen betreffend 
Dänemark sieht vor, dass für Dänemark aufgrund der Notifikation der dänischen 
Regierung an den Rat der EU vom 3. November 1993 eine Ausnahmeregelung gilt und 
das Verfahren zur Aufhebung der Ausnahmeregelung erst dann eingeleitet wird, wenn 
Dänemark einen entsprechenden Antrag stellt. Die Verpflichtungen in Bezug auf die 
Zentralbankunabhängigkeit muss die Danmarks Nationalbank hingegen erfüllen, da 
Artikel 130 AEUV auf Dänemark Anwendung findet. Der Konvergenzbericht des EWI 
von 1998 kam zu dem Ergebnis, dass diese Anforderung erfüllt ist. Aufgrund des 
Sonderstatus Dänemarks ist seit 1998 keine Konvergenzprüfung mehr erfolgt. Für die 
rechtliche Integration der Danmarks Nationalbank in das Eurosystem müssen keine 
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Entscheidung 98/317/EG des Rates vom 3. Mai 1998 gemäß Artikel 109j Absatz 4 des Vertrags 
(ABI. L 139 vom 11.5.1998, S. 30). Hinweis: Die Bezeiehnung der Entseheidung 98/317/EG 
bezieht sieh auf den Vertrag zur Gründung der Europäisehen Gemeinsehaft (vor der neuen 
Nummerierung der Artikel dieses Vertrags gemäß Artikel 12 des Vertrags von Amsterdam); 
diese Bestimmung wurde dureh den Vertrag von Lissabon aufgehoben. 

Akte über die Bedingungen des Beitritts der Tseheehisehen Republik, der Republik Estland, der 
Republik Zypern, der Republik Lettland, der Republik Litauen, der Republik Ungarn, der 
Republik Malta, der Republik Polen, der Republik Slowenien und der Slowakisehen Republik 
und die Anpassungen der die Europäisehe Union begründenden Verträge (ABI. L 236 vom 
23.9.2003, S. 33). 

Zu Bulgarien und Rumänien siehe Artikel 5 der Akte über die Bedingungen des Beitritts der 
Republik Bulgarien und Rumäniens und die Anpassungen der die Europäisehe Union 
begründenden Verträge (ABI. L 157 vom 21.6.2005, S. 203). Zu Kroatien siehe Artikel 5 der 
Akte über die Bedingungen des Beitritts der Republik Kroatien und die Anpassungen des 
Vertrags über die Europäisehe Union, des Vertrags über die Arbeitsweise der Europäisehen 
Union und des Vertrags zur Gründung der Europäisehen Atomgemeinsehaft (ABI. L 112 vom 
24.4.2012, S. 21). 
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Vorkehrungen getroffen werden, und eine Anpassung der Rechtsvorschriften ist nicht 
erforderlich, solange Dänemark dem Rat der EU nicht notifiziert, dass es den Euro 
einzuführen beabsichtigt. 

Gemäß dem Protokoll (Nr. 15) über einige Bestimmungen betreffend das Vereinigte 
Königreich Großbritannien und Nordirland, das den Verträgen beigefiägt ist, ist das 
Vereinigte Königreich, sofern es dem Rat der EU nicht notifiziert, dass es den Euro 
einfiähren will, nicht dazu verpflichtet. Das Vereinigte Königreich teilte dem Rat der EU 
am 30. Oktober 1997 mit, dass es nicht beabsichtige, den Euro am 1. Januar 1999 
einzuführen, und an dieser Haltung hat sich nichts geändert. Aufgrund dieser 
Notifizierung haben einige Bestimmungen des AEUV (einschließlich Artikel 130 und 
131) und der ESZB-Satzung für das Vereinigte Königreich keine Geltung. Demzufolge ist 
das Vereinigte Königreich derzeit rechtlich nicht verpflichtet, für die Vereinbarkeit der 
innerstaatlichen Rechtsvorschriften (einschließlich der Satzung der Bank of England) mit 
dem AEUV und der ESZB-Satzung zu sorgen. 

Mit der Beurteilung der rechtlichen Konvergenz soll der Rat der EU bei seinen 
Entscheidungen darüber, welche Mitgliedstaaten „bei der Verwirklichung der Wirtschafts- 
und Währungsunion ihren Verpflichtungen“ bereits nachgekommen sind, unterstützt 
werden (Artikel 140 Absatz 1 AEUV). Diese Voraussetzungen beziehen sich im 
rechtlichen Bereich vor allem auf die Zentralbankunabhängigkeit und die rechtliche 
Integration der jeweiligen NZB in das Eurosystem. 

AUFBAU DER RECHTLICHEN BEURTEILUNG 

Die rechtliche Beurteilung baut weitgehend auf dem Ansatz der bisherigen Berichte der 
EZB und des EWI zur rechtlichen Konvergenz auf.^"^ 


Im Einzelnen sind dies die Konvergenzberiehte der EZB vom Juni 2013 (über Lettland), vom 
Mai 2012 (über Bulgarien, die Tseheehisehe Republik, Lettland, Litauen, Ungarn, Polen, 
Rumänien und Sehweden), vom Mai 2010 (über Bulgarien, die Tseheehisehe Republik, Estland, 
Lettland, Litauen, Ungarn, Polen, Rumänien und Sehweden), vom Mai 2008 (über Bulgarien, 
die Tseheehisehe Republik, Estland, Lettland, Litauen, Ungarn, Polen, Rumänien, die Slowakei 
und Sehweden), vom Mai 2007 (über Zypern und Malta), vom Dezember 2006 (über die 
Tseheehisehe Republik, Estland, Zypern, Lettland, Ungarn, Malta, Polen, die Slowakei und 
Sehweden), vom Mai 2006 (über Litauen und Slowenien), vom Oktober 2004 (über die 
Tseheehisehe Republik, Estland, Zypern, Lettland, Litauen, Ungarn, Malta, Polen, Slowenien, 
die Slowakei und Sehweden), vom Mai 2002 (über Sehweden) und vom April 2000 (über 
Grieehenland und Sehweden) sowie der Konvergenzberieht des EWI vom März 1998. 
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Bei der Prüfung der Vereinbarkeit innerstaatlicher Rechtsvorschriften werden 
Rechtsvorschriften berücksichtigt, die vor dem 20. März 2014 verabschiedet wurden. 

2.2.2 UMFANG DER ANPASSUNG 

2.2.2.1 BEREICHE MIT ANPASSUNGSBEDARF 

Um festzustehen, in welchen Bereichen bei den innerstaatlichen Rechtsvorschriften 
Anpassungsbedarf besteht, werden folgende Kriterien geprüft: 

- die Vereinbarkeit mit den Bestimmungen über die Unabhängigkeit der NZBen im 
AEUV (Artikel 130) und in der ESZB-Satzung (Artikel 7 und 14.2) sowie mit den 
Bestimmungen über die Geheimhaltung (Artikel 37 der ESZB-Satzung), 

- die Vereinbarkeit mit dem Verbot der monetären Finanzierung (Artikel 123 
AEUV) und des bevorrechtigten Zugangs (Artikel 124 AEUV) sowie die 
Vereinbarkeit mit der im EU-Recht geforderten einheitlichen Schreibweise des 
Euro, 

- die rechtliche Integration der NZBen in das Eurosystem (insbesondere im 
Hinblick auf Artikel 12.1 und 14.3 der ESZB-Satzung). 

2.2.2.2 „VEREINBARKEIT“ KONTRA „HARMONISIERUNG“ 

Nach Artikel 131 AEUV müssen die innerstaatlichen Rechtsvorschriften mit den 
Verträgen und der ESZB-Satzung „im Einklang stehen“; Unvereinbarkeiten sind daher zu 
beseitigen. Diese Verpflichtung gilt unbeschadet der Tatsache, dass die Verträge und die 
ESZB-Satzung Vorrang vor den innerstaatlichen Rechtsvorschriften haben, und auch 
unabhängig von der Art der Unvereinbarkeit. 

Das Erfordernis, wonach innerstaatliche Rechtsvorschriften „im Einklang stehen“ müssen, 
bedeutet nicht, dass der AEUV eine „Harmonisierung“ der Satzungen der einzelnen 
NZBen untereinander oder mit der ESZB-Satzung verlangt. Nationale Besonderheiten 
können beibehalten werden, soweit sie nicht die ausschließliche Zuständigkeit der EU in 
geld- und wähmngspolitischen Angelegenheiten beeinträchtigen. Gemäß Artikel 14.4 der 
ESZB-Satzung können die NZBen durchaus auch andere als die in der ESZB-Satzung 
bezeichneten Aufgaben wahmehmen, soweit sie mit den Zielen und Aufgaben des ESZB 
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vereinbar sind. Bestimmungen, welche die Wahrnehmung derartiger zusätzlicher 
Aufgaben ermöglichen, sind ein eindeutiges Beispiel dafür, dass die Satzungen der 
NZBen auch in Zukunft voneinander abweichen können. Der Ausdruck „im Einklang 
stehen“ ist vielmehr so zu verstehen, dass die innerstaatlichen Rechtsvorschriften und die 
Satzungen der NZBen angepasst werden müssen, um Unvereinbarkeiten mit den 
Verträgen und der ESZB-Satzung zu beseitigen und ein hinreichendes Maß an Integration 
der NZBen in das ESZB sicherzustellen. So müssen insbesondere alle Bestimmungen, 
welche die im AEUV definierte Unabhängigkeit einer NZB sowie ihre Rolle als integraler 
Bestandteil des ESZB beeinträchtigen, angepasst werden. Allein mit der Tatsache, dass 
das EU-Recht gegenüber innerstaatlichen Rechtsvorschriften Vorrang hat, ist dieser 
Verpflichtung nicht Genüge getan. 

Die Verpflichtung nach Artikel 131 AEUV beschränkt sich auf die Unvereinbarkeit mit 
den Verträgen und der ESZB-Satzung. Allerdings müssen innerstaatliche 
Rechtsvorschriften, die mit dem Sekundärrecht der EU nicht vereinbar sind, mit diesem in 
Einklang gebracht werden. Der Vorrang des EU-Rechts entbindet die Mitgliedstaaten 
nicht von der Verpflichtung, die innerstaatlichen Rechtsvorschriften anzupassen. Dieses 
allgemeine Erfordernis ergibt sich nicht nur aus Artikel 131 AEUV, sondern auch aus der 
Rechtsprechung des Gerichtshofs der Europäischen Union. 

Die Verträge und die ESZB-Satzung schreiben nicht vor, auf welche Weise die 
Anpassung der innerstaatlichen Rechtsvorschriften zu erfolgen hat. Dies kann entweder 
durch Verweise auf die Verträge und die ESZB-Satzung, durch die Übernahme von 
Bestimmungen der Verträge und der ESZB-Satzung mit Angabe ihrer Herkunft, durch die 
Aufhebung der nicht mit den Verträgen und der ESZB-Satzung in Einklang stehenden 
Bestimmungen oder durch eine Kombination dieser Methoden geschehen. 

Darüber hinaus muss die EZB, unter anderem um die Vereinbarkeit innerstaatlicher 
Rechtsvorschriften mit den Verträgen und der ESZB-Satzung zu erreichen und zu 
gewährleisten, von den Organen der EU sowie von den Mitgliedstaaten gemäß Artikel 127 
Absatz 4 und Artikel 282 Absatz 5 AEUV sowie Artikel 4 der ESZB-Satzung zu allen 
Entwürfen für Rechtsvorschriften im Zuständigkeitsbereich der EZB gehört werden. Die 


Siehe unter anderem EuGH, Reehtssaehe 167/73, Kommission gegen Französisehe Republik, 
Slg. 1974, 359 („Code du Travail Maritime“). 
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Entscheidung 98/415/EG des Rates vom 29. Juni 1998 über die Anhörung der 
Europäischen Zentralbank durch die nationalen Behörden zu Entwürfen für 
Rechtsvorschriften^^ fordert die Mitgliedstaaten ausdrücklich dazu auf, die erforderlichen 
Maßnahmen zu ergreifen, um die Beachtung dieser Verpflichtung zu gewährleisten. 

2.2.3 DIE UNABHÄNGIGKEIT DER NZBen 

Was die Unabhängigkeit der Zentralbanken und Fragen der Geheimhaltungspflicht 
betrifft, so waren die innerstaatlichen Rechtsvorschriften in den Mitgliedstaaten, die der 
EU im Jahr 2004, 2007 oder 2013 beitraten, an die entsprechenden Bestimmungen des 
AEUV und der ESZB-Satzung anzupassen und zum 1. Mai 2004, zum 1. Januar 2007 oder 
zum l.Juli 2013 in Kraft zu setzen. Schweden hingegen musste die erforderlichen 
Anpassungen bis zum Zeitpunkt der Errichtung des ESZB am 1. Juni 1998 in Kraft setzen. 

ZENTRALBANKUNABHÄNGIGKEIT 

Im November 1995 erstellte das EWI eine Liste mit verschiedenen Aspekten der 
Zentralbankunabhängigkeit (eine ausführliche Erörterung ist dem Konvergenzbericht des 
EWI von 1998 zu entnehmen). Diese Definition bildete damals die Grundlage für die 
Beurteilung der innerstaatlichen Rechtsvorschriften der Mitgliedstaaten, insbesondere der 
Satzungen der NZBen. Der Begriff der Zentralbankunabhängigkeit umfasst verschiedene 
Arten von Unabhängigkeit, die jeweils für sich geprüft werden müssen, nämlich die 
funktionelle, institutionelle, persönliche und finanzielle Unabhängigkeit. In den 
vergangenen Jahren wurde die Analyse dieser Aspekte der Zentralbankunabhängigkeit in 
den Stellungnahmen der EZB weiter verfeinert. Sie bilden die Grundlage für die 
Beurteilung des Grades an Konvergenz der innerstaatlichen Rechtsvorschriften der 
Mitgliedstaaten, für die eine Ausnahmeregelung gilt, mit den Verträgen und der ESZB- 
Satzung. 

FUNKTIONELLE UNABHÄNGIGKEIT 

Zentralbankunabhängigkeit ist kein Selbstzweck, sondern ein Mittel zur Erreichung eines 
Ziels, das klar definiert sein und Vorrang vor allen anderen Zielen haben sollte. 
Funktionelle Unabhängigkeit erfordert, dass das vorrangige Ziel jeder NZB eindeutig und 
rechtssicher festgelegt ist und mit dem im AEUV verankerten vorrangigen Ziel der 
Preisstabilität vollständig im Einklang steht. Dies setzt voraus, dass die NZBen mit den 
erforderlichen Mitteln und Instrumenten ausgestattet sind, um dieses Ziel unabhängig von 

ABI. L 189 vom 3.7.1998, S. 42. 
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anderen Stellen zu erreichen. Die sich aus dem AEUV ergebende Anforderung der 
Unabhängigkeit der Zentralbanken spiegelt die allgemeine Auffassung wider, dass dem 
vorrangigen Ziel der Preisstabilität am besten mit einer vollkommen unabhängigen 
Institution gedient ist, deren Aufgaben genau festgelegt sind. Zentralbankunabhängigkeit 
ist vollständig vereinbar mit der Rechenschaftspflicht der NZBen, die wesentlich zur 
Stärkung des Vertrauens in ihre Unabhängigkeit beiträgt. Dies erfordert Transparenz und 
den Dialog mit Dritten. 

Was den Zeitpunkt betrifft, so ist im AEUV nicht eindeutig geregelt, wann die NZBen der 
Mitgliedstaaten, für die eine Ausnahmeregelung gilt, das in Artikel 127 Absatz 1 und 
Artikel 282 Absatz 2 AEUV sowie in Artikel 2 der ESZB-Satzung verankerte vorrangige 
Ziel der Preisstabilität erfüllt haben müssen. Bei den Mitgliedstaaten, die der EU nach der 
Einführung des Euro in der EU beitraten, ist unklar, ob diese Verpflichtung ab dem 
Zeitpunkt des Beitritts oder ab dem jeweiligen Zeitpunkt der Einführung des Euro gelten 
soll. Während Artikel 127 Absatz 1 AEUV auf Mitgliedstaaten, für die eine 
Ausnahmeregelung gilt, keine Anwendung findet (siehe Artikel 139 Absatz 2 c) AEUV), 
ist Artikel 2 der ESZB-Satzung auf solche Mitgliedstaaten anwendbar (siehe Artikel 42.1 
der ESZB-Satzung). Die EZB vertritt die Auffassung, dass die Verpflichtung der NZBen, 
Preisstabilität als ihr vorrangiges Ziel zu verankern, im Fall Schwedens ab dem 1. Juni 
1998 und bei den Mitgliedstaaten, die der EU am 1. Mai 2004, am 1. Januar 2007 oder am 
1. Juli 2013 beitraten, ab dem jeweiligen Zeitpunkt des Beitritts wirksam ist. Diese 
Auffassung gründet sich auf die Tatsache, dass einer der richtungweisenden Grundsätze 
der EU, nämlich stabile Preise (Artikel 119 AEUV), auch auf Mitgliedstaaten mit 
Ausnahmeregelung anzuwenden ist. Sie beruht ferner auf der Zielvorgabe des AEUV, 
wonach alle Mitgliedstaaten gesamtwirtschaftliche Konvergenz einschließlich 
Preisstabilität anstreben sollen; die diesbezüglichen Fortschritte werden in den 
regelmäßigen Berichten der EZB und der Europäischen Kommission beurteilt. Diese 
Schlussfolgerung stützt sich zudem auf Sinn und Zweck der Zentralbankunabhängigkeit, 
die nur dann gerechtfertigt ist, wenn Preisstabilität als übergreifendes Ziel Vorrang hat. 

Diese Schlussfolgerungen hinsichtlich des Zeitpunkts, zu dem die NZBen der 
Mitgliedstaaten, für die eine Ausnahmeregelung gilt, Preisstabilität als ihr vorrangiges 
Ziel verankert haben müssen, bilden die Grundlage der Länderbeurteilungen im 
vorliegenden Bericht. 
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INSTITUTIONELLE UNABHÄNGIGKEIT 

Auf den Grundsatz der institutioneilen Unabhängigkeit wird in Artikel 130 AEUV und 
Artikel 7 der ESZB-Satzung ausdrücklich Bezug genommen. Nach diesen beiden Artikeln 
ist es den NZBen und den Mitgliedern ihrer Beschlussorgane untersagt, Weisungen von 
Organen oder Einrichtungen der Union, Regierungen der Mitgliedstaaten oder anderen 
Stellen einzuholen oder entgegenzunehmen. Außerdem dürfen die Organe, Einrichtungen 
oder sonstigen Stellen der Union sowie die Regierungen der Mitgliedstaaten nicht 
versuchen, die Mitglieder der Beschlussorgane der NZBen bei der Wahrnehmung ihrer 
Aufgaben im Rahmen des ESZB zu beeinflussen. Wenn innerstaatliche Rechtsvorschriften 
im Sinne von Artikel 130 AEUV und Artikel 7 der ESZB-Satzung bestehen, sollten sie 
diese beiden Verbote enthalten und deren Anwendungsbereich nicht einengen. 

Unabhängig davon, ob es sich bei einer NZB ihrer Rechtsform nach um eine Einrichtung 
im Staatsbesitz, eine eigenständige juristische Person des öffentlichen Rechts oder einfach 
eine Aktiengesellschaft handelt, besteht das Risiko, dass seitens des Eigentümers Einfluss 
auf die Entscheidungsfindung hinsichtlich der Aufgaben im Rahmen des ESZB 
genommen wird. Eine solche Einflussnahme - ob durch Ausübung von 
Anteilseignerrechten oder in anderer Form- kann die Unabhängigkeit einer NZB 
beeinträchtigen und ist daher gesetzlich einzuschränken. 

Verbot, Weisungen zu erteilen 

Rechte Dritter, den NZBen, ihren Beschlussorganen oder deren Mitgliedern Weisungen zu 
erteilen, sind mit dem AEUV und der ESZB-Satzung unvereinbar, soweit Aufgaben im 
Rahmen des ESZB berührt sind. 

Jedwede Beteiligung einer NZB an der Anwendung von Maßnahmen zur Stärkung der 
Stabilität des Finanzsystems muss mit dem AEUV vereinbar sein, d. h., die NZBen 
müssen ihre Funktionen in einer Weise erfüllen, die mit ihrer funktionellen, 
institutionellen und finanziellen Unabhängigkeit vollständig vereinbar ist, um eine 
ordnungsgemäße Wahrnehmung ihrer Aufgaben gemäß dem AEUV und der ESZB- 
Satzung zu gewährleisten.^^ Soweit die innerstaatlichen Rechtsvorschriften einer NZB 
eine Rolle zuweisen, die über Beratungsfunktionen hinausgeht, und die Übernahme 
zusätzlicher Aufgaben durch die NZB vorsehen, muss gewährleistet sein, dass dadurch die 
Fähigkeit der NZB, ihre Aufgaben im Rahmen des ESZB zu erfüllen, in operationeller 
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und finanzieller Hinsicht nicht beeinträchtigt wird.^^ Außerdem ist im Fall der 
Einbeziehung von Vertretern der NZBen in kollegiale Beschlussorgane von 
Aufsichtsbehörden oder sonstigen Einrichtungen zu gewährleisten, dass in angemessener 
Form Maßnahmen zum Schutz der persönlichen Unabhängigkeit der Mitglieder der NZB- 
Beschlussorgane berücksichtigt werden.^^ 

Verbot, Entscheidungen zu genehmigen, auszusetzen, aufzuheben oder 
aufzuschieben 

Rechte Dritter, die Entscheidungen einer NZB zu genehmigen, auszusetzen, aufzuheben 
oder aufzuschieben, sind mit dem AEUV und der ESZB-Satzung unvereinbar, soweit 
Aufgaben im Rahmen des ESZB berührt sind. 

Verbot, Entscheidungen aus rechtiichen Gründen zu zensieren 

Das Recht Dritter (mit Ausnahme unabhängiger Gerichte), Entscheidungen im 

Zusammenhang mit der Wahrnehmung von Aufgaben im Rahmen des ESZB aus 
rechtlichen Gründen zu zensieren, ist mit dem AEUV und der ESZB-Satzung unvereinbar, 
da die Erfüllung dieser Aufgaben auf politischer Ebene nicht erneut beurteilt werden darf 
Das Recht eines NZB-Präsidenten, eine Entscheidung von Beschlussorganen des ESZB 
oder einer NZB aus rechtlichen Gründen auszusetzen und in der Folge den politischen 
Instanzen zur endgültigen Entscheidung vorzulegen, würde dem Einholen von Weisungen 
Dritter gleichkommen. 

Verbot, in Beschlussorganen einer NZB mit Stimmrecht vertreten zu sein 

Mit dem AEUV und der ESZB-Satzung ist es nicht vereinbar, wenn in den 

Beschlussorganen einer NZB Vertreter von Dritten mit Stimmrecht in Angelegenheiten 
vertreten sind, die die Wahrnehmung von Aufgaben im Rahmen des ESZB betreffen, 
selbst wenn diese Stimme nicht den Ausschlag gibt. 

Verbot, bei Entscheidungen einer NZB vorab konsultiert zu werden 

Eine ausdrückliche gesetzliche Verpflichtung einer NZB, vor ihrer Entscheidung Dritte 

anzuhören, verschafft diesen einen formellen Mechanismus zur Einflussnahme auf die 
endgültige Entscheidung, was mit dem AEUV und der ESZB-Satzung unvereinbar ist. 


Stellungnahme CON/2009/93. 
Stellungnahme CON/20 10/94. 
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Allerdings ist ein Dialog zwischen einer NZB und Dritten mit der 
Zentralbankunabhängigkeit vereinbar, selbst wenn dieser auf einer in der NZB-Satzung 
verankerten Auskunftspflicht sowie einer Verpflichtung zum Meinungsaustausch beruht, 
sofern 


- dies nicht eine Beeinträchtigung der Unabhängigkeit der Mitglieder der NZB- 
Beschlussorgane zur Folge hat, 

- der besondere Status der NZB-Präsidenten in ihrer Eigenschaft als Mitglieder der 
Beschlussorgane der EZB voll respektiert wird und 

- die Anforderungen an die Geheimhaltung, die sich aus der ESZB-Satzung 
ergeben, beachtet werden. 

Entlastung der Mitglieder der NZB-Beschiussorgane 

Rechtsvorschriften über die Entlastung der Mitglieder der Beschlussorgane einer NZB 
(etwa in Bezug auf die Rechnungslegung) durch Dritte (z. B. die Regierung) müssen 
ausreichende Schutzbestimmungen enthalten, die gewährleisten, dass die Mitglieder der 
NZB-Beschlussorgane dennoch unabhängig Beschlüsse hinsichtlich der Aufgaben im 
Rahmen des ESZB fassen (oder auf der Ebene des ESZB gefasste Beschlüsse umsetzen) 
können. Die Aufnahme einer entsprechenden ausdrücklichen Bestimmung in die 
Satzungen der NZBen wird empfohlen. 

PERSÖNLICHE UNABHÄNGIGKEIT 

Die Unabhängigkeit der Zentralbanken wird durch die in der ESZB-Satzung geforderte 
garantierte Amtszeit für die Mitglieder der Beschlussorgane der NZBen zusätzlich 
geschützt. Die Präsidenten der NZBen sind Mitglieder des Erweiterten Rats der EZB und 
werden nach Einführung des Euro in ihrem Mitgliedstaat Mitglieder des EZB-Rats. Nach 
Artikel 14.2 der ESZB-Satzung ist in den Satzungen der NZBen insbesondere vorzusehen, 
dass die Amtszeit der Präsidenten mindestens fünf Jahre beträgt. Durch die Bestimmung, 
dass der Präsident einer NZB nur aus seinem Amt entlassen werden kann, wenn er die 
Voraussetzungen für die Ausübung seines Amtes nicht mehr erfüllt oder eine schwere 
Verfehlung begangen hat (mit der Möglichkeit der Anrufung des Gerichtshofs der 
Europäischen Union), ist der Präsident ferner gegen eine willkürliche Entlassung 
geschützt. Die Satzungen der NZBen müssen dieser Bestimmung entsprechend den 
nachfolgend aufgeführten Punkten gerecht werden 
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Gemäß Artikel 130 AEUV ist es den nationalen Regierungen und anderen Stellen 
untersagt, die Mitglieder der Beschlussorgane der NZBen bei der Wahrnehmung ihrer 
Aufgaben zu beeinflussen. Insbesondere dürfen die Mitgliedstaaten nicht versuchen, 
Einfluss auf die Mitglieder der NZB-Beschlussorgane zu nehmen, indem sie deren 
Vergütung betreffende einzelstaatliche Rechtsvorschriften ändern; dies sollte 
grundsätzlich nur für künftige Ernennungen möglich sein.^^ 

Mindestamtszeit des Präsidenten 

Nach Artikel 14.2 der ESZB-Satzung ist in den Satzungen der NZBen eine 
Mindestamtszeit von fünf Jahren für den jeweiligen Präsidenten zu verankern, wobei dies 
eine längere Amtszeit nicht ausschließt. Sieht eine Satzung eine unbefristete Amtszeit vor, 
besteht kein Anpassungsbedarf, sofern die Gründe für die Entlassung eines Präsidenten 
mit jenen in Artikel 14.2 der ESZB-Satzung übereinstimmen. Innerstaatliche 
Rechtsvorschriften, die ein verbindliches Pensionsalter vorsehen, sollten sicherstellen, 
dass diese Altersgrenze die nach Artikel 14.2 der ESZB-Satzung vorgesehene 
Mindestamtszeit, die Vorrang vor einem verbindlichen Pensionsalter hat, nicht 
unterbricht, sofern dieses auf einen Präsidenten Anwendung findet. Wird die Satzung 
einer NZB geändert, muss das Änderungsgesetz die Sicherheit der Amtszeit für den 
Präsidenten und die übrigen Mitglieder der Beschlussorgane, die in die Wahrnehmung von 
Aufgaben im Rahmen des ESZB eingebunden sind, gewährleisten. 

Gründe für die Entlassung des Präsidenten 

Die Satzungen der NZBen müssen sicherstellen, dass ein Präsident nur aus einem der in 
Artikel 14.2 der ESZB-Satzung festgelegten Gründe entlassen werden kann. Damit soll 
verhindert werden, dass die Entlassung eines Präsidenten im Ermessen jener Instanzen, 
insbesondere Regierung oder Parlament, liegt, die für seine Ernennung zuständig waren. 
Die Satzungen der NZBen sollten entweder auf Artikel 14.2 der ESZB-Satzung verweisen 
oder die entsprechenden Bestimmungen aufnehmen und deren Herkunft angeben, etwaige 
Unvereinbarkeiten mit den Entlassungsgründen gemäß Artikel 14.2 beseitigen oder gar 
keine Entlassungsgründe anfähren (da Artikel 14.2 unmittelbar gilt). Nach seiner Wahl 
bzw. Ernennung darf ein Präsident nur aus einem der in Artikel 14.2 der ESZB-Satzung 
festgelegten Gründe entlassen werden, auch wenn er sein Amt noch nicht angetreten hat. 


Siehe beispielsweise Stellungnahme CON/2010/56, CON/2010/80, CON/201 1/104 und 
CON/20 11/106. 

Stellungnahme CON/2012/89. 
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Sicherheit der Amtszeit und Gründe für die Entiassung von Mitgiiedern der 
NZB-Beschiussorgane, die neben dem Präsidenten Aufgaben im Rahmen 
des ESZB wahrnehmen 

Die persönliche Unabhängigkeit würde infrage gesteht, wenn dieselben Regeln, mit denen 
die Amtszeit der Präsidenten garantiert wird, und dieselben Gründe für deren Entlassung 
nicht auch für die übrigen Mitglieder der Beschlussorgane der NZBen gelten würden, die 
in die Wahrnehmung von Aufgaben im Rahmen des ESZB eingebunden sind.^^ Mehrere 
Bestimmungen des AEUV und der ESZB-Satzung fordern vergleichbare 
Amtszeitgarantien für diese Mitglieder. Artikel 14.2 der ESZB-Satzung beschränkt die 
Sicherheit der Amtszeit nicht auf die Präsidenten. Zudem beziehen sich Artikel 130 
AEUV und Artikel 7 der ESZB-Satzung generell auf die „Mitglieder der 
Beschlussorgane“ der NZBen und nicht speziell auf die Präsidenten. Dies betrifft vor 
allem jene Fälle, in denen der Präsident „primus inter pares“ unter Kollegen mit gleichen 
Stimmrechten ist oder in denen diese übrigen Mitglieder in die Wahrnehmung von 
Aufgaben im Rahmen des ESZB eingebunden sind. 

Recht auf gerichtliche Überprüfung 

Die Mitglieder der Beschlussorgane der NZBen müssen das Recht haben, die 
Entscheidung über ihre Entlassung vor ein unabhängiges Gericht zu bringen, um die 
Möglichkeit des politischen Ermessens bei der Beurteilung der Entlassungsgründe 
einzuschränken. 

Nach Artikel 14.2 der ESZB-Satzung kann der Präsident einer NZB, der aus seinem Amt 
entlassen wurde, den Gerichtshof der Europäischen Union anrufen. Die innerstaatlichen 
Rechtsvorschriften sollten sich entweder auf die ESZB-Satzung berufen oder keinen 
Verweis auf das Recht auf Anrufung des Gerichtshofs der Europäischen Union anfähren 
(da Artikel 14.2 der ESZB-Satzung unmittelbar gilt). 

Im Fall der übrigen Mitglieder der NZB-Beschlussorgane, die in die Wahrnehmung von 
Aufgaben im Rahmen des ESZB eingebunden sind, sollte in den innerstaatlichen 
Rechtsvorschriften das Recht auf Überprüfung einer Entscheidung über ihre Entlassung 
durch die einzelstaatlichen Gerichte verankert sein. Dieses Recht kann entweder im 
allgemein geltenden Recht oder in einer entsprechenden Bestimmung verankert sein. 


Die wichtigsten grundlegenden Stellungnahmen der EZB in diesem Bereich sind: 
CON/2004/35, CON/2005/26, CON/2006/32, CON/2006/44 und CON/2007/6. 
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Wenngleich sich dieses Recht möglicherweise aus dem allgemein geltenden Recht 
ableiten lässt, könnte aus Gründen der Rechtssicherheit eine ausdrückliche Regelung 
dieses Überprüfungsrechts ratsam sein. 

Bestimmungen zur Vermeidung von Interessenkonfiikten 

Zur Gewährleistung der persönlichen Unabhängigkeit der Mitglieder von NZB- 

Beschlussorganen, die in die Wahrnehmung von Aufgaben im Rahmen des ESZB 
eingebunden sind, ist überdies sicherzustellen, dass es zu keinen Interessenkonflikten 
zwischen den Verpflichtungen dieser Mitglieder gegenüber ihrer jeweiligen NZB (im Fall 
der Präsidenten auch gegenüber der EZB) einerseits und etwaigen sonstigen Funktionen 
andererseits kommen kann, die sie zusätzlich ausüben und aufgrund deren ihre persönliche 
Unabhängigkeit beeinträchtigt werden könnte. Grundsätzlich ist die Mitgliedschaft in 
Beschlussorganen, die Aufgaben im Rahmen des ESZB wahrnehmen, mit der Ausübung 
anderer Funktionen nicht vereinbar, wenn sich daraus ein Interessenkonflikt ergeben 
könnte. Insbesondere dürfen Mitglieder solcher Beschlussorgane keine Ämter ausüben 
und keine Interessen wahmehmen - sei es in Ausübung eines Amtes in der Exekutive oder 
Legislative eines Staates bzw. von Ländern und Gemeinden oder im Rahmen eines 
Unternehmens -, die ihre Tätigkeit beeinflussen könnten. Dabei ist besonders darauf zu 
achten, dass potenzielle Interessenkonflikte bei nicht hauptamtlichen Mitgliedern von 
Beschlussorganen vermieden werden. 

FINANZIELLE UNABHÄNGIGKEIT 

Selbst wenn eine NZB in funktioneller, institutioneller und persönlicher Hinsicht völlig 
unabhängig ist (und dies durch ihre Satzung garantiert wird), wäre ihre Unabhängigkeit 
insgesamt infrage gestellt, wenn sie sich nicht eigenständig ausreichende finanzielle Mittel 
zur Wahrnehmung ihrer Aufgaben (d. h. zur Erfüllung der im AEUV und in der ESZB- 
Satzung vorgesehenen Aufgaben im Rahmen des ESZB) verschaffen könnte. 

Die Mitgliedstaaten müssen dafür sorgen, dass die jeweiligen NZBen jederzeit über 
ausreichende finanzielle Mittel verfügen, um ihre Aufgaben im Rahmen des ESZB bzw. 
des Eurosystems erfüllen zu können. Es sei darauf hingewiesen, dass die NZBen nach 
Artikel 28.1 und Artikel 30.4 der ESZB-Satzung aufgefordert werden können, weitere 
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Beiträge zum Kapital der EZB zu leisten und weitere Währungsreserven einzuzahlen. 
Darüber hinaus ist in Artikel 33.2 der ESZB-Satzung vorgesehen, dass der EZB-Rat im 
Falle eines Verlustes seitens der EZB, der nicht vollständig aus dem allgemeinen 
Reservefonds gedeckt werden kann, beschließen kann, den restlichen Fehlbetrag aus den 
monetären Einkünften des betreffenden Geschäftsjahres im Verhältnis und bis zur Höhe 
der an die NZBen zu verteilenden Beiträge zu decken. Der Grundsatz der finanziellen 
Unabhängigkeit bedeutet, dass die Beachtung dieser Bestimmungen die NZBen bei der 
Wahrnehmung ihrer Funktionen nicht beeinträchtigen darf 

Darüber hinaus setzt der Grundsatz der finanziellen Unabhängigkeit voraus, dass eine 
NZB nicht nur zur Wahrnehmung ihrer Aufgaben im Rahmen des ESZB, sondern auch 
zur Erfüllung ihrer innerstaatlichen Aufgaben (etwa zur Finanzierung ihrer Verwaltung 
und ihrer eigenen Geschäftstätigkeit) über ausreichende finanzielle Mittel verfügt. 

Aus all den vorgenannten Gründen bedeutet finanzielle Unabhängigkeit auch, dass eine 
NZB stets über ausreichend Eigenkapital verfügen muss. Insbesondere ist jegliche 
Situation zu vermeiden, die dazu führt, dass das Nettoeigenkapital einer NZB über einen 
längeren Zeitraum hinweg geringer als ihr Grundkapital oder gar negativ ist. Hierzu 
zählen auch Fälle, in denen Verluste, die Kapital und Rücklagen übersteigen, vorgetragen 
werden. Dies kann negative Auswirkungen auf die Fähigkeit der NZB haben, ihre 
Aufgaben im Rahmen des ESZB, aber auch ihre nationalen Aufgaben wahrzunehmen. 
Darüber hinaus kann eine solche Situation die Glaubwürdigkeit der Geldpolitik des 
Eurosystems beeinträchtigen. Sofern das Nettoeigenkapital einer NZB ihr Grundkapital 
unterschreitet oder sich gar ins Negative kehrt, muss daher der jeweilige Mitgliedstaat die 
NZB innerhalb eines vertretbaren Zeitraums mit einem angemessenen Kapitalbetrag 
mindestens bis zur Höhe des Grundkapitals ausstatten, um dem Grundsatz der finanziellen 
Unabhängigkeit zu entsprechen. Hinsichtlich der EZB wurde der Bedeutung dieser Frage 
bereits vom Rat der EU durch Verabschiedung der Verordnung (EG) Nr. 1009/2000 des 
Rates vom 8. Mai 2000 über Kapitalerhöhungen der Europäischen Zentralbank Rechnung 
getragen. Aufgrund dieser Verordnung konnte der EZB-Rat eine tatsächliche 
Kapitalerhöhung beschließen, um so die für die Geschäftstätigkeit der EZB erforderliche 
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angemessene Eigenkapitalausstattung aufrechtzuerhalten. Die NZBen müssen finanziell 
in der Lage sein, auf einen solchen Beschluss der EZB zu reagieren. 

Die finanzielle Unabhängigkeit einer NZB sollte danach beurteilt werden, ob Dritte direkt 
oder indirekt nicht nur auf den Betrieb der NZB, sondern auch auf ihre Leistungsfähigkeit 
mit Blick auf die Erfüllung ihrer Aufgaben - sowohl operational im Sinne der 
Personalausstattung als auch finanziell im Sinne angemessener finanzieller Mittel - 
Einfluss nehmen können. In dieser Hinsicht sind die unten aufgeführten Kriterien 
finanzieller Unabhängigkeit besonders bedeutsam. Dabei handelt es sich um die 
Bereiche finanzieller Unabhängigkeit, in denen die NZBen am stärksten der Gefahr einer 
Einflussnahme von außen ausgesetzt sind. 

Aufstellung des Haushalts 

Die Befugnis eines Dritten, den Haushalt einer NZB aufzustellen oder zu beeinflussen, ist 
mit der finanziellen Unabhängigkeit unvereinbar, sofern das Gesetz nicht eine 
Schutzklausel vorsieht, die gewährleistet, dass eine solche Befugnis die für die 
Wahrnehmung der Aufgaben der NZB im Rahmen des ESZB erforderlichen finanziellen 
Mittel nicht berührt. 

Bilanzierungsvorschriften 

Die Aufstellung der Bilanzen hat entweder nach allgemeinen 
Rechnungslegungsvorschriften oder gemäß den von den Beschlussorganen der NZB 
festgelegten Bestimmungen zu erfolgen. Werden solche Bestimmungen stattdessen von 
Dritten festgelegt, müssen darin zumindest die Vorschläge der NZB-Beschlussorgane 
berücksichtigt sein. 

Die Feststellung des Jahresabschlusses muss durch die Beschlussorgane der NZB (mit 
Unterstützung unabhängiger Rechnungsprüfer) erfolgen. Der festgestellte Jahresabschluss 
kann einer nachträglichen Genehmigung durch Dritte (z. B. Regierung oder Parlament) 
unterliegen. Über die Gewinnermittlung müssen die Beschlussorgane der NZB 
unabhängig und sachgerecht entscheiden können. 

Beschluss der Europäischen Zentralbank vom 13. Dezember 2010 über die Erhöhung des 
Kapitals der Europäischen Zentralbank (EZB/2010/26) (ABI. L 11 vom 15.1.2011, S. 53). 

Die wichtigsten grundlegenden Stellungnahmen der EZB in diesem Bereich sind: 
CON/2002/16, CON/2003/22, CON/2003/27, CON/2004/1, CON/2006/38, CON/2006/47, 
CON/2007/8, CON/2008/13, CON/2008/68 und CON/2009/32. 
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Soweit die Geschäfte einer NZB der Kontrolle durch den Rechnungshof oder eine 
vergleichbare Stelle unterliegen, muss der Umfang dieser Kontrolle gesetzlich eindeutig 
festgelegt sein und die Arbeit der unabhängigen externen Rechnungsprüfer^^ der NZB 
unberührt lassen. Des Weiteren muss im Einklang mit dem Grundsatz der institutioneilen 
Unabhängigkeit dem Verbot der Weisungserteilung an eine NZB oder ihre 
Beschlussorgane Rechnung getragen und die Wahrnehmung der Aufgaben im Rahmen des 
ESZB uneingeschränkt gewährleistet werden. Die Kontrolle durch den Rechnungshof 
oder eine vergleichbare Stelle hat auf nichtpolitischer, unabhängiger und rein sachlicher 
Grundlage zu erfolgen. 

Gewinnverteilung, Kapitalausstattung und Rückstellungen der NZBen 

Wie die Gewinne zu verteilen sind, kann in der Satzung einer NZB geregelt sein. Fehlen 

solche Vorschriften, sollten die Beschlussorgane der NZB auf sachlicher Grundlage 
darüber entscheiden. Keinesfalls sollte diese Entscheidung im Ermessen Dritter liegen, 
sofern nicht durch eine Schutzklausel ausdrücklich gewährleistet ist, dass die für die 
Wahrnehmung von Aufgaben im Rahmen des ESZB sowie von nationalen Aufgaben 
erforderlichen finanziellen Mittel davon unberührt bleiben. 

Gewinne dürfen dem Staatshaushalt erst zugeführt werden, nachdem etwaige 
akkumulierte Verluste aus den Vorjahren gedeckt^ ^ und die für notwendig erachteten 
Rückstellungen gebildet worden sind, um den Realwert von Vermögen und Kapital der 
NZB zu sichern. Zeitlich befristete oder kurzfristige gesetzgeberische Maßnahmen, die 
einer Weisung an die NZBen in Bezug auf die Verteilung ihrer Gewinne gleichkommen, 
sind nicht zulässig. Ebenso würde eine Besteuerung unrealisierter Vermögenszuwächse 
einer NZB den Grundsatz der finanziellen Unabhängigkeit beeinträchtigen.^^ 

Ein Mitgliedstaat darf einer NZB keine Kapitalherabsetzung ohne vorherige Zustimmung 
der jeweiligen Beschlussorgane der NZB auferlegen. Dies dient der Gewährleistung, dass 
der NZB als Mitglied des ESZB ausreichende finanzielle Mittel zur Erfüllung ihrer 
Aufgaben gemäß Artikel 127 Absatz! AEUV und der ESZB-Satzung zur Verfügung 

Zur Arbeit der unabhängigen externen Reehnungsprüfer der NZBen siehe Artikel 27.1 der 
ESZB-Satzung. 

Stellungnahme CON/201 1/9 und CON/201 1/53. 

Stellungnahme CON/2009/85. 

Stellungnahme CON/2009/26 und CON/20 13/15. 

Stellungnahme CON/2009/63 und CON/2009/59. 
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stehen. Aus demselben Grund sollten jegliche Änderungen der Bestimmungen zur 
Verteilung der Gewinne einer NZB nur in Zusammenarbeit mit der NZB eingebracht und 
beschlossen werden, welche am besten in der Lage ist, die erforderliche Höhe der 
Kapitalrücklagen zu beurteilen. Was die Bildung von Rückstellungen oder finanziellen 
Puffern betrifft, müssen die NZBen berechtigt sein, eigenständig Rückstellungen zu 
bilden, um Vermögen und Kapital zu sichern. Ferner dürfen die Mitgliedstaaten die 
NZBen nicht daran hindern, ihre Kapitalrücklagen so weit zu erhöhen, wie es für ein 
Mitglied des ESZB notwendig ist, um seine Aufgaben zu erfüllen. 

Finanzielle Haftung für die Finanzaufsicht 

Ist die Finanzaufsicht bei der NZB angesiedelt, was in den meisten Mitgliedstaaten der 
Fall ist, so ist dagegen nichts einzuwenden, sofern die entsprechenden Stellen der 
unabhängigen Entscheidungsgewalt der NZB unterliegen. Entscheidet die Finanzaufsicht 
aber eigenständig, muss gewährleistet sein, dass ihre Entscheidungen die Finanzen der 
NZB als Ganzes nicht gefährden. In diesen Fällen sollten die innerstaatlichen 
Rechtsvorschriften der NZB ein Recht auf Letztkontrolle aller Entscheidungen der 
Aufsicht einräumen, die die Unabhängigkeit einer NZB und insbesondere ihre finanzielle 
Unabhängigkeit beeinträchtigen könnten. 

Eigenständigkeit in Personalangelegenheiten 

Die Mitgliedstaaten dürfen die Fähigkeit einer NZB, qualifizierte Mitarbeiter eigenständig 
einzustellen und weiterzubeschäftigen, die zur Erfüllung der ihr durch den AEUV und die 
ESZB-Satzung übertragenen Aufgaben erforderlich sind, nicht beeinträchtigen. Auch darf 
eine NZB nicht in eine Lage versetzt werden, in der sie nur begrenzte oder gar keine 
Kontrollmöglichkeiten im Hinblick auf ihre Beschäftigten hat oder die Regierung eines 
Mitgliedstaats ihre Personalpolitik beeinflussen kann.^^ Alle Änderungen gesetzlicher 
Bestimmungen zur Vergütung von Mitgliedern eines NZB-Beschlussorgans und von 
NZB-Beschäftigten sind in enger und wirksamer Zusammenarbeit mit der NZB zu 
beschließen. Dabei ist der Sichtweise der NZB gebührend Rechnung zu tragen, um zu 
gewährleisten, dass diese ihre Aufgaben auch weiterhin unabhängig wahmehmen kann.^^ 


Stellungnahme CON/2009/83 und CON/2009/53. 

Stellungnahme CON/2009/26. 

Stellungnahme CON/2008/9, CON/2008/10 und CON/2012/89. 

Die wiehtigsten Stellungnahmen in diesem Bereieh sind: CON/2010/42, CON/2010/51, 
CON/2010/56, CON/2010/69, CON/2010/80, CON/201 1/104, CON/201 1/106, CON/2012/6, 
CON/2012/86 und CON/2014/7. 
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Die Eigenständigkeit in Personalangelegenheiten erstreckt sich auch auf Fragen der 
Altersversorgung der Beschäftigten. 

Eigentumsrechte 

Rechte Dritter, in Bezug auf das Eigentum einer NZB zu intervenieren oder dieser 
Weisungen zu erteilen, sind mit dem Grundsatz der finanziellen Unabhängigkeit 
unvereinbar. 

2.2.4 GEHEIMHALTUNGSPFLICHT 

Die Verpflichtung des Personals der EZB und der NZBen zur Geheimhaltung gemäß 
Artikel 37 der ESZB-Satzung kann zur Aufnahme ähnlicher Bestimmungen in die 
Satzungen der NZBen und die Rechtsvorschriften der Mitgliedstaaten führen. Der 
Vorrang des EU-Rechts und der auf dieser Grundlage erlassenen Vorschriften bedeutet 
auch, dass innerstaatliche Rechtsvorschriften über den Zugang Dritter zu Dokumenten die 
Geheimhaltungsbestimmungen im ESZB nicht verletzen dürfen. Der Zugang des 
Rechnungshofs oder einer vergleichbaren Stelle zu Informationen und Dokumenten einer 
NZB muss begrenzt sein und darf die Geheimhaltungsbestimmungen des ESZB, denen die 
Mitglieder der Beschlussorgane sowie das Personal der NZBen unterliegen, nicht 
beeinträchtigen. Die NZBen sollten gewährleisten, dass diese Stellen die offengelegten 
Informationen und Dokumente mit der gleichen Vertraulichkeit wie sie selbst behandeln. 

2.2.5 VERBOT DER MONETÄREN FINANZIERUNG UND DES 
BEVORRECHTIGTEN ZUGANGS 

Hinsichtlich des Verbots der monetären Finanzierung und des bevorrechtigten Zugangs 
waren die innerstaatlichen Rechtsvorschriften der Mitgliedstaaten, die der EU im Jahr 
2004, 2007 oder 2013 beitraten, anzupassen und zum 1. Mai 2004, zum 1. Januar 2007 
oder zum 1. Juli 2013 an die entsprechenden Bestimmungen des AEUV und der ESZB- 
Satzung in Kraft zu setzen. Schweden musste die erforderlichen Anpassungen bis zum 
1. Januar 1995 in Kraft setzen. 

2.2.5.1 VERBOT DER MONETÄREN FINANZIERUNG 

Das Verbot der monetären Finanzierung ist in Artikel 123 Absatz 1 AEUV niedergelegt, 

dem zufolge Überziehungs- und andere Kreditfazilitäten bei der EZB oder den NZBen der 

Mitgliedstaaten für Organe, Einrichtungen oder sonstige Stellen der Union, 

Zentralregierungen, regionale oder lokale Gebietskörperschaften oder andere öffentlich- 
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rechtliche Körperschaften, sonstige Einrichtungen des öffentlichen Rechts oder öffentliche 
Unternehmen der Mitgliedstaaten sowie der unmittelbare Erwerb von Schuldtiteln von 
diesen durch die EZB oder die NZBen verboten sind. Der AEUV sieht eine Ausnahme 
von diesem Verbot vor: Die Bestimmungen gelten nicht für Kreditinstitute in öffentlichem 
Eigentum. Diese müssen, was die Bereitstellung von Zentralbankgeld betrifft, wie private 
Kreditinstitute behandelt werden (Artikel 123 Absatz 2 AEUV). Die EZB und die NZBen 
können überdies als Fiskalagent für die oben bezeichneten Stellen tätig werden 
(Artikel 21.2 der ESZB -Satzung). Der genaue Anwendungsbereich des Verbots der 
monetären Finanzierung wird in der Verordnung (EG) Nr. 3603/93 des Rates vom 
13. Dezember 1993 zur Festlegung der Begriffsbestimmungen für die Anwendung der in 
Artikel 104 und Artikel 104b Absatz 1 des Vertrags^^ vorgesehenen Verbote dahingehend 
präzisiert, dass das Verbot jegliche Finanzierung der Verpflichtungen des öffentlichen 
Sektors gegenüber Dritten umfasst. 

Das Verbot der monetären Finanzierung ist von entscheidender Bedeutung, um 
sicherzustellen, dass das vorrangige Ziel der Geldpolitik, nämlich Preis Stabilität zu 
gewährleisten, nicht beeinträchtigt wird. Darüber hinaus vermindert eine Finanzierung des 
öffentlichen Sektors durch die Zentralbanken den Druck auf die Mitgliedstaaten, 
Haushaltsdisziplin zu üben. Daher muss das Verbot weit ausgelegt werden, um seine 
strikte Anwendung vorbehaltlich der wenigen in Artikel 123 Absatz 2 AEUV und in der 
Verordnung (EG) Nr. 3603/93 genannten Ausnahmen zu gewährleisten. Auch wenn in 
Artikel 123 Absatz 1 AEUV speziell auf „Kreditfazilitäten“ Bezug genommen wird, die 
also die Verpflichtung zur Rückzahlung der Gelder beinhalten, gilt das Verbot somit a 
fortiori auch für andere Formen der Finanzierung, bei denen keine Rückzahlungspflicht 
besteht. 

Die grundsätzliche Position der EZB im Hinblick auf die Vereinbarkeit innerstaatlicher 
Rechtsvorschriften mit dem Verbot der monetären Finanzierung leitet sich vor allem aus 
Anhörungen der EZB durch die Mitgliedstaaten zu Entwürfen für innerstaatliche 
Rechtsvorschriften gemäß Artikel 127 Absatz 4 und Artikel 282 Absatz 5 AEUV ab.^^ 


ABI. L 332 vom 31.12.1993, S. 1. Artikel 104 und Artikel 104b Absatz 1 des Vertrags zur 
Gründung der Europäisehen Gemeinsehaft entspreehen Artikel 123 bzw. Artikel 125 Absatz 1 


AEUV. 


Siehe Konvergenzberieht 2008, S. 24-25, Fußnote 13, in der eine Reihe grundlegender 
Stellungnahmen des EWI/der EZB, die zwisehen Mai 1995 und März 2008 in diesem Bereieh 
verabsehiedet wurden, aufgeführt sind. Weitere grundlegende Stellungnahmen der EZB hierzu 
sind: CON/2008/46, CON/2008/80, CON/2009/59 und CON/2010/4. 
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INNERSTAATLICHE RECHTSVORSCHRIFTEN ZUR UMSETZUNG DES 
VERBOTS DER MONETÄREN FINANZIERUNG 

Grundsätzlich ist es nicht notwendig, Artikel 123 AEUV - ergänzt durch die Verordnung 
(EG) Nr. 3603/93 - in nationales Recht umzusetzen, da beide unmittelbar gelten. Wenn 
jedoch diese unmittelbar geltenden EU-Bestimmungen in innerstaatlichen 
Rechtsvorschriften aufgegriffen werden, so dürfen darin der Anwendungsbereich des 
Verbots der monetären Finanzierung nicht eingeengt und die nach EU-Recht 
vorgesehenen Ausnahmen nicht erweitert werden. So sind beispielsweise innerstaatliche 
Rechtsvorschriften, die eine Finanzierung von finanziellen Verpflichtungen eines 
Mitgliedstaats gegenüber internationalen Finanzinstitutionen (außer dem IWF in den in 
der Verordnung (EG) Nr. 3603/93"^^ vorgesehenen Eigenschaften) oder Drittländern durch 
die NZB vorsehen, mit dem Verbot der monetären Finanzierung unvereinbar. 

FINANZIERUNG DES ÖFFENTLICHEN SEKTORS BZW. DER 
VERPFLICHTUNGEN DES ÖFFENTLICHEN SEKTORS GEGENÜBER 
DRITTEN 

Innerstaatliche Rechtsvorschriften dürfen von einer NZB nicht verlangen, die Erfüllung 
der Aufgaben anderer öffentlicher Stellen oder die Verpflichtungen des öffentlichen 
Sektors gegenüber Dritten zu finanzieren. So sind beispielsweise innerstaatliche 
Rechtsvorschriften, denen zufolge eine NZB berechtigt oder verpflichtet ist, Organe mit 
richterlichen oder quasirichterlichen Aufgaben zu finanzieren, die unabhängig von der 
NZB sind und als verlängerter Arm des Staates fungieren, mit dem Verbot der monetären 
Finanzierung unvereinbar. Wird eine NZB mit einer neuen Aufgabe betraut, bei der es 
sich nicht um eine Zentralbankaufgabe handelt, so ist sie dafür angemessen zu vergüten."^^ 
Außerdem darf eine NZB im Einklang mit dem Verbot der monetären Finanzierung keine 
Mittel für Abwicklungsfonds oder Einlagensicherungssysteme bereitstellen. Eine NZB 
darf keine Zwischenfinanzierung bereitstellen, um es einem Mitgliedstaat zu ermöglichen, 
seinen Verpflichtungen in Bezug auf staatliche Garantien für Bankverbindlichkeiten 
nachzukommen. Die Bereitstellung von Mitteln an eine Aufsichtsbehörde durch eine 
NZB gibt jedoch keinen Anlass zu Bedenken wegen des Verbots der monetären 
Finanzierung, soweit die NZB damit im Rahmen ihres Mandats die Wahrnehmung einer 
legitimen fmanzaufsichtlichen Aufgabe nach innerstaatlichem Recht finanziert oder 
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Stellungnahme CON/201 3/1 6. 

Stellungnahme CON/201 3/29. 

Stellungnahme CON/201 1/103 und CON/2012/22. Für einige bestimmte Fälle siehe auch den 
Abschnitt „Finanzielle Unterstützung für Einlagensieherungs- und 
Anlegerentsehädigungs sy steme‘ ‘ . 

Stellungnahme CON/201 2/4. 
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solange die NZB damit zur Entscheidungsfindung der Aufsichtsbehörden beitragen und 
darauf Einfluss nehmen kann."^"^ 

Die Verteilung nicht vollständig realisierter, ausgewiesener und geprüfter 
Zentralbankgewinne ist dagegen mit dem Verbot der monetären Finanzierung nicht 
vereinbar. Um dem Verbot der monetären Finanzierung Genüge zu tun, darf der dem 
Staatshaushalt gemäß den geltenden Regeln der Gewinnverteilung zugefiährte Betrag 
nicht - auch nicht teilweise - aus den Kapitalreserven der NZB gezahlt werden. Die 
Gewinnverteilungsregeln müssen daher die Kapitalreserven der NZB unberührt lassen. 
Darüber hinaus sind Vermögenswerte von NZBen, die an den Staat übertragen werden, 
zum Marktwert zu verzinsen, und die Übertragung muss zur selben Zeit erfolgen wie die 
Verzinsung. 

Auch ein Eingriff in die Wahrnehmung sonstiger Aufgaben des Eurosystems, wie etwa die 
Verwaltung der Währungsreserven, mittels Besteuerung theoretischer und unrealisierter 
Vermögenszuwächse ist nicht gestattet. 

ÜBERNAHME DER VERBINDLICHKEITEN DES ÖFFENTLICHEN SEKTORS 

Innerstaatliche Rechtsvorschriften, denen zufolge eine NZB verpflichtet ist, die 

Verbindlichkeiten einer bislang unabhängigen öffentlichen Stelle im Zuge einer 
nationalen Neuordnung bestimmter Aufgaben und Pflichten (z. B. im Zusammenhang mit 
der Übertragung bestimmter, bislang vom Staat oder von unabhängigen öffentlichen 
Behörden oder Stellen wahrgenommener aufsichtsrechtlicher Aufgaben an die NZB) zu 
übernehmen, ohne dass sie von sämtlichen finanziellen Verpflichtungen aus der 
vorherigen Tätigkeit dieser öffentlichen Stelle vollständig freigestellt wird, sind mit dem 
Verbot der monetären Finanzierung unvereinbar.'^^ 

FINANZIELLE UNTERSTÜTZUNG FÜR KREDIT- UND FINANZINSTITUTE 

Innerstaatliche Rechtsvorschriften, die vorsehen, dass eine NZB ohne Bezug zu 

Zentralbankaufgaben (wie etwa der Geldpolitik, dem Zahlungsverkehr oder der 
vorübergehenden Gewährung von Liquiditätshilfen) Kreditinstituten unabhängig und im 
alleinigen Ermessen finanzielle Mittel zur Verfügung stellt, insbesondere dass sie 

Stellungnahme CON/20 1 0/4. 

Stellungnahme CON/201 1/91 und CON/201 1/99. 

Stellungnahme CON/2009/63. 

Stellungnahme CON/2013/56. 
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zahlungsunfähige Kredit- bzw. sonstige Finanzinstitute unterstützt, sind mit dem Verbot 
der monetären Finanzierung unvereinbar. 

Dies betrifft insbesondere die Unterstützung insolventer Kreditinstitute. Der Grund hierfür 
ist, dass eine NZB mit der Finanzierung eines insolventen Kreditinstituts eine staatliche 
Aufgabe wahrnehmen würde. Die gleichen Bedenken gelten, wenn das Eurosystem ein 
Kreditinstitut finanziert, das zur Wiederherstellung der Solvenz über eine direkte 
Platzierung durch den Staat begebener Schuldtitel rekapitalisiert worden ist, weil keine 
alternativen marktbasierten Finanzierungsquellen vorhanden sind (nachfolgend 
„Rekapitalisierungsanleihen“), und wenn diese Anleihen als Sicherheiten verwendet 
werden sollen. In solch einem Fall einer staatlichen Rekapitalisierung eines Kreditinstituts 
über die direkte Platzierung von Rekapitalisierungsanleihen gibt die anschließende 
Nutzung der Rekapitalisierungsanleihen als Sicherheiten in Liquiditätsgeschäften der 
Zentralbank Anlass zu Bedenken hinsichtlich des Verbots der monetären Finanzierung."^^ 

Eine Notfall-Liquiditätshilfe (Emergency Liquidity Assistance - ELA), die eine NZB 
einem solventen Kreditinstitut auf der Grundlage einer Sicherheit in Form einer 
staatlichen Garantie unabhängig und im alleinigen Ermessen gewährt, muss die folgenden 
Kriterien erfüllen: a) Es muss sichergestellt sein, dass der von der NZB gewährte Kredit 
so kurzfristig wie möglich ist, b) die Systemstabilität muss gefährdet sein, c) es darf keine 
Zweifel hinsichtlich der rechtlichen Gültigkeit und Durchsetzbarkeit der staatlichen 
Garantie gemäß den maßgeblichen innerstaatlichen Rechtsvorschriften geben, und d) es 
darf keine Zweifel an der wirtschaftlichen Angemessenheit der staatlichen Garantie geben, 
die sowohl den Nennbetrag als auch die Zinsen des Kredits abdecken muss.^^ 

Zu diesem Zweck sollte in Betracht gezogen werden, Verweise auf Artikel 123 AEUV in 
den innerstaatlichen Rechtsvorschriften einzufügen. 
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Stellungnahme CON/20 13/5. 

Stellungnahme CON/20 1 2/50, CON/20 1 2/64 und CON/20 12/71. 

Stellungnahme CON/2012/4. Dort finden sieh in Fußnote 42 Verweise auf weitere einsehlägige 
Stellungnahmen aus diesem Bereieh. 
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FINANZIELLE UNTERSTÜTZUNG FÜR EINLAGENSICHERUNGS- UND 
ANLEGERENTSCHÄDIGUNGSSYSTEME 


Die Richtlinie über Einlagensicherungssysteme und die Richtlinie über Systeme für die 
Entschädigung der Anleger^^ sehen vor, dass die Kosten der Finanzierung solcher 


Systeme von den Kreditinstituten bzw. den Wertpapierfirmen selbst zu tragen sind. 
Innerstaatliche Rechtsvorschriften, die vorsehen, dass eine NZB eine nationale 
Einlagensicherungseinrichtung für Kreditinstitute bzw. eine nationale 
Anlegerentschädigungseinrichtung für Wertpapierfirmen finanziert, sind nur dann mit 
dem Verbot der monetären Finanzierung vereinbar, wenn es sich um eine kurzfristige 
Finanzierung handelt, wenn diese aufgrund von Dringlichkeit erfolgt, wenn die 
Systemstabilität gefährdet ist und wenn die Entscheidung über die Finanzierung im 
Ermessen der jeweiligen NZB steht. Zu diesem Zweck sollte in Betracht gezogen werden, 
Verweise auf Artikel 123 AEUV in den innerstaatlichen Rechtsvorschriften einzufügen. 
Wenn eine NZB ihr Ermessen über eine Kreditgewährung ausübt, muss sie sicherstellen, 
dass sie nicht de facto eine staatliche Aufgabe übernimmt. So sollte die von 
Zentralbanken geleistete Unterstützung für Einlagensicherungssysteme nicht auf eine 
systematische Vorfinanzierung hinauslaufen. 

Im Einklang mit dem Verbot der monetären Finanzierung darf eine NZB keine Mittel für 
Abwicklungsfonds bereitstellen. Tritt die NZB als Abwicklungsbehörde auf, so sollte sie 
auf keinen Fall die Verpflichtungen eines Brückeninstituts oder einer zur 
Vermögensverwaltung errichteten Zweckgesellschaft übernehmen oder finanzieren.^^ 

FUNKTION ALS FISKALAGENT 

Artikel 21.2 der ESZB-Satzung legt fest, dass die EZB und die nationalen Zentralbanken 
als Fiskalagent für Organe, Einrichtungen oder sonstige Stellen der Union, 
Zentralregierungen, regionale oder lokale Gebietskörperschaften oder andere öffentlich- 
rechtliche Körperschaften, sonstige Einrichtungen des öffentlichen Rechts oder öffentliche 
Unternehmen der Mitgliedstaaten tätig werden können. Damit sollen die NZBen in die 
Lage versetzt werden, nach der Übertragung der geldpolitischen Zuständigkeit auf das 


Erwägungsgrund 23 der Richtlinie 94/19/EG des Europäischen Parlaments und des Rates vom 
30. Mai 1994 über Einlagensicherungssysteme (ABI. L 135 vom 31.5.1994, S. 5). 
Erwägungsgrund 23 der Richtlinie 97/9/EG des Europäischen Parlaments und des Rates vom 
3. März 1997 über Systeme für die Entschädigung der Anleger (ABI. L 84 vom 26.3.1997, 
S. 22). 

Stellungnahme CON/20 11/83. 

Stellungnahme CON/20 11/84. 

Stellungnahme CON/201 1/103 und CON/2012/99. 
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Eurosystem weiterhin ihren traditionellen Dienst als Fiskalagent für Regierungen und 
andere öffentliche Stellen auszuüben, ohne dabei automatisch gegen das Verbot der 
monetären Finanzierung zu verstoßen. Die Verordnung (EG) Nr. 3603/93 sieht eine Reihe 
konkreter und eng gefasster Ausnahmen von dem Verbot der monetären Finanzierung im 
Zusammenhang mit der Funktion als Fiskalagent vor: a) Innerhalb eines Tages gewährte 
Kredite an den öffentlichen Sektor sind gestattet, sofern sie auf den betreffenden Tag 
begrenzt bleiben und keine Verlängerung möglich ist,^^ b) die Gutschrift von durch Dritte 
ausgestellten Schecks auf dem Konto des öffentlichen Sektors vor erfolgter Belastung der 
bezogenen Bank ist gestattet, sofern die seit der Entgegennahme des Schecks verstrichene 
Frist mit den für den Einzug von Schecks durch die betreffende NZB üblichen Fristen in 
Einklang steht, sodass etwaige Wertstellungsgewinne Ausnahmecharakter haben, geringe 
Beträge betreffen und sich innerhalb eines kurzen Zeitraums ausgleichen,^^ und 
c) Bestände an Münzen, die vom öffentlichen Sektor ausgegeben und dessen Konto 
gutgeschrieben wurden, sind gestattet, sofern sie weniger als 10% des Münzumlaufs 
ausmachen^^. 

Die innerstaatlichen Rechtsvorschriften bezüglich der Funktion als Fiskalagent müssen 
mit dem EU-Recht im Allgemeinen und mit dem Verbot der monetären Finanzierung im 
Besonderen vereinbar sein.^^ Angesichts der in Artikel 21.2 der ESZB-Satzung 
verankerten ausdrücklichen Anerkennung der Funktion der NZBen als Fiskalagent als eine 
legitime, von ihnen traditionell wahrgenommene Aufgabe sind die von Zentralbanken 
diesbezüglich erbrachten Dienstleistungen mit dem Verbot der monetären Finanzierung 
vereinbar, sofern solche Dienste den Rahmen der Tätigkeit als Fiskalagent nicht 
übersteigen und keine Finanzierung von Verpflichtungen des öffentlichen Sektors 
gegenüber Dritten durch die Zentralbank oder Kreditgewährung der Zentralbank 
zugunsten des öffentlichen Sektors außerhalb der eng definierten Ausnahmen gemäß 
Verordnung (EG) Nr. 3603/93 darstellen.^^ Innerstaatliche Rechtsvorschriften, denen 
zufolge eine NZB Einlagen der Regierung halten und Konten der öffentlichen Haushalte 
bedienen darf, werfen keine Fragen hinsichtlich der Einhaltung des Verbots der monetären 
Finanzierung auf, solange damit nicht die Möglichkeit der Gewährung von Krediten, 
einschließlich Tagesüberziehungskrediten, verbunden ist. Bedenken hinsichtlich der 


Siehe Artikel 4 der Verordnung (EG) Nr. 3603/93 und Stellungnahme CON/2013/2. 
Siehe Artikel 5 der Verordnung (EG) Nr. 3603/93. 

Siehe Artikel 6 der Verordnung (EG) Nr. 3603/93 . 

Stellungnahme CON/20 13/3. 

Stellungnahme CON/2009/23, CON/2009/67 und CON/2012/9. 
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Einhaltung des Verbots der monetären Finanzierung ergäben sich jedoch beispielsweise 
dann, wenn Einlagen oder Guthaben auf Girokonten gemäß den innerstaatlichen 
Rechtsvorschriften höher als zu den marktüblichen Sätzen, statt zu Marktsätzen oder 
niedriger, verzinst werden könnten. Eine über den Marktsätzen liegende Verzinsung 
kommt de facto einem Kredit gleich, was dem Ziel des Verbots der monetären 
Finanzierung zuwiderläuft und daher die mit dem Verbot verbundenen Ziele untergraben 
könnte. Es ist von großer Bedeutung, dass jede Verzinsung eines Kontos die 
Marktparameter wiedergibt, und noch entscheidender, dass der Zinssatz der Einlagen mit 
ihrer jeweiligen Laufzeit korreliert.^^ Soweit Fiskalagentdienste durch eine NZB 
unentgeltlich erbracht werden, bestehen hinsichtlich des Verbots der monetären 
Finanzierung keine Bedenken, sofern es sich dabei um Kemleistungen als Fiskalagent 
handelt. 

2.2.5.2 VERBOT DES BEVORRECHTIGTEN ZUGANGS 

Artikel 124 AEUV legt fest, dass sämtliche „Maßnahmen, die nicht aus 
aufsichtsrechtlichen Gründen getroffen werden und einen bevorrechtigten Zugang der 
Organe, Einrichtungen oder sonstigen Stellen der Union, der Zentralregierungen, der 
regionalen oder lokalen Gebietskörperschaften oder anderen öffentlich-rechtlichen 
Körperschaften, sonstiger Einrichtungen des öffentlichen Rechts oder öffentlicher 
Unternehmen der Mitgliedstaaten zu den Finanzinstituten schaffen,“ verboten sind. 

Gemäß Artikel 1 Absatz 1 der Verordnung (EG) Nr. 3604/93 des Rates^^ handelt es sich 
bei einem bevorrechtigten Zugang um sämtliche Gesetze, Rechtsvorschriften oder 
sonstige zwingende Rechtsakte, die in Ausübung der öffentlichen Gewalt erlassen werden 
und a) Finanzinstitute dazu verpflichten, Forderungen gegenüber Organen und 
Einrichtungen der Union, Zentralregierungen, regionalen oder lokalen 
Gebietskörperschaften, anderen öffentlich-rechtlichen Körperschaften, sonstigen 


Siehe unter anderem Stellungnahme CON/20 10/54, CON/2010/55 und CON/20 13/62. 
Stellungnahme CON/2012/9. 

Verordnung (EG) Nr. 3604/93 des Rates vom 13. Dezember 1993 zur Festlegung der 
Begriffsbestimmungen für die Anwendung des Verbots des bevorreehtigten Zugangs gemäß 
Artikel 104a des Vertrages [zur Gründung der Europäisehen Gemeinsehaft] (ABI. L 332 vom 
31.12.1993, S. 4). Artikel 104a ist nun Artikel 124 AEUV. 
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Einrichtungen des öffentlichen Rechts oder öffentlichen Unternehmen der Mitgliedstaaten 
(im Folgenden „öffentlicher Sektor“) zu erwerben oder zu halten, oder 
b) Steuervergünstigungen, die nur Finanzinstituten zugutekommen können, oder 
finanzielle Vergünstigungen, die mit den Grundsätzen der Marktwirtschaft nicht in 
Einklang stehen, gewähren, um den Erwerb oder Besitz solcher Forderungen durch diese 
Institute zu fördern. 

Den NZBen ist es als Behörden nicht gestattet, Maßnahmen zu ergreifen, die dem 
öffentlichen Sektor einen bevorrechtigten Zugang zu Finanzinstituten gewähren, sofern 
diese Maßnahmen nicht aus aufsichtsrechtlichen Gründen getroffen werden. Die von den 
NZBen erlassenen Vorschriften für die Mobilisierung oder Verpfändung von Schuldtiteln 
dürfen nicht dazu dienen, das Verbot des bevorrechtigten Zugangs zu umgehen. Die 
Rechtsvorschriften der Mitgliedstaaten in diesem Bereich dürfen keinen solchen 
bevorrechtigten Zugang schaffen. 

Artikel 2 der Verordnung (EG) Nr. 3604/93 definiert „aufsichtsrechtliche Gründe“ als 
Gründe, die den aufgrund des EU-Rechts oder in Übereinstimmung damit erlassenen 
einzelstaatlichen Rechtsvorschriften bzw. Verwaltungsmaßnahmen zugrunde liegen und 
die die Solidität der Finanzinstitute fördern und somit die Stabilität des gesamten 
Finanzsystems und den Schutz der Kunden dieser Finanzinstitute stärken sollen. 
Aufsichtsrechtliche Gründe sollen sicherstellen, dass Banken gegenüber ihren Einlegern 
solvent bleiben. Im Hinblick auf die Beaufsichtigung wurden im Sekundärrecht der EU 
verschiedene Anforderungen festgelegt, um die Solidität der Kreditinstitute zu 
gewährleisten.^^ Ein „Kreditinstitut“ wird definiert als ein Unternehmen, dessen Tätigkeit 
darin besteht, Einlagen oder andere rückzahlbare Gelder des Publikums 
entgegenzunehmen und Kredite für eigene Rechnung zu gewähren.^^ Zudem werden 
Kreditinstitute gemeinhin als „Banken“ bezeichnet und benötigen für die Bereitstellung 


Siehe Artikel 3 Absatz 2 und Erwägungsgmnd 10 der Verordnung (EG) Nr. 3604/93. 

EuGH: Sehlussanträge des Generalanwalts Eimer, Reehtssaehe C-222/95 Soeiete eivile 
immobiliere Parodi gegen Banque H. Albert de Bary et Cie., Slg. 1997, 1-3899, Randnr. 24. 
Siehe 1) Verordnung (EU) Nr. 575/2013 des Europäisehen Parlaments und des Rates vom 
26. Juni 2013 über Aufsiehtsanforderungen an Kreditinstitute und Wertpapierfirmen und zur 
Änderung der Verordnung (EU) Nr. 648/2012 (ABI. L 176 vom 27.6.2013, S. 1) sowie 2) 
Riehtlinie 2013/36/EU des Europäisehen Parlaments und des Rates vom 26. Juni 2013 über den 
Zugang zur Tätigkeit von Kreditinstituten und die Beaufsiehtigung von Kreditinstituten und 
Wertpapierfirmen, zur Änderung der Riehtlinie 2002/87/EG und zur Aufhebung der 
Riehtlinien 2006/48/EG und 2006/49/EG (ABI. L 176 vom 27.6.2013, S. 338). 

Siehe Artikel 4 Absatz 1 Nummer 1 der Verordnung (EU) Nr. 575/2013. 
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von Dienstleistungen die Zulassung durch eine zuständige Behörde des jeweiligen 
Mitgliedstaates. 

Zwar könnten die Mindestreserven als Bestandteil der Aufsichtsanforderungen betrachtet 
werden, in der Regel zählen sie aber zum Handlungsrahmen der NZBen und werden in 
den meisten Volkswirtschaften - so auch im Euro-Währungsgebiet - als geldpolitisches 
Instrument genutzt.^^ In diesem Zusammenhang wird in Anhang I, Kapitel 1.3.3. der 
Leitlinie EZB/201 1/14^^ dargelegt, dass das Mindestreservesystem des Eurosystems in 
erster Linie geldpolitischen Zwecken, der Stabilisierung der Geldmarktzinsen und der 
Herbeiführung (oder Vergrößerung) einer strukturellen Liquiditätsknappheit, dient. Die 
EZB verlangt von im Euroraum niedergelassenen Kreditinstituten, dass sie die 
erforderlichen Mindestreserven (in Form von Einlagen) auf einem Konto bei ihrer NZB 
halten. 

Der vorliegende Bericht stellt auf die Vereinbarkeit sowohl der innerstaatlichen 
Rechtsvorschriften oder Bestimmungen der NZBen als auch der Satzungen der NZBen 
mit dem im AEUV verankerten Verbot des bevorrechtigten Zugangs ab. Er steht jedoch 
einer Beurteilung, ob in den Mitgliedstaaten Rechts- oder Verwaltungs Vorschriften unter 
dem Vorwand aufsichtsrechtlicher Gründe dazu dienen, das Verbot des bevorrechtigten 
Zugangs zu umgehen, nicht entgegen. Eine solche Beurteilung ist nicht Gegenstand des 
vorliegenden Berichts. 


Siehe Artikel 8 der Riehtlinie 2013/36/EU. 

Dies wird aueh dureh Artikel 3 Absatz 2 und Erwägungsgrund 9 der Verordnung (EG) 
Nr. 3604/93 gestützt. 

Leitlinie der Europäisehen Zentralbank vom 20. September 2011 über geldpolitisehe 
Instrumente und Verfahren des Eurosystems (EZB/2011/14) (ABI. L 331 vom 14.12.2011, 
S. 1). 

Je höher die Mindestreservepflieht ist, desto weniger Mittel kann die Bank verleihen, was zu 
einer geringeren Geldschöpfung fährt. 

Siehe Artikel 19 der ESZB-Satzung, Verordnung (EG) Nr. 2531/98 des Rates vom 
23. November 1998 über die Auferlegung einer Mindestreservepflicht durch die Europäische 
Zentralbank (ABI. L 318 vom 27.11.1998, S. 1), Verordnung (EG) Nr. 1745/2003 der 
Europäischen Zentralbank vom 12. September 2003 über die Auferlegung einer 
Mindestreservepflicht (EZB/2003/9) (ABI. L 250 vom 2.10.2003, S. 10) und Verordnung (EG) 
Nr. 25/2009 der Europäischen Zentralbank vom 19. Dezember 2008 über die Bilanz des Sektors 
der monetären Finanzinstitute (EZB/2008/32) (ABI. L 15 vom 20.1.2009, S. 14). 
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2.2.6 EINHEITLICHE SCHREIBWEISE DES EURO 

Gemäß Artikel 3 Absatz 4 des Vertrags über die Europäische Union errichtet die Union 
„eine Wirtschafts- und Währungsunion, deren Währung der Euro ist“. In allen 
verbindlichen Sprachfassungen der Verträge, denen das römische Alphabet zugrunde 
liegt, wird der Euro einheitlich im Nominativ Singular als „Euro“ bezeichnet. In den unter 
Verwendung des griechischen Alphabets und des kyrillischen Alphabets abgefassten 
Vertragstexten wird der Euro als „eupco“ bzw. „enpo“ bezeichnet. Im Einklang hiermit 
stellt die Verordnung (EG) Nr. 974/98 des Rates vom 3. Mai 1998 über die Einführung 
des Euro^"^ klar, dass die einheitliche Währung in allen Amtssprachen der Union unter 
Berücksichtigung der verschiedenen Alphabete denselben Namen tragen muss. Die 
Verträge fordern daher eine einheitliche Schreibweise des Wortes „Euro“ im Nominativ 
Singular in allen Rechtsvorschriften der EU und allen innerstaatlichen Rechtsvorschriften 
unter Berücksichtigung der unterschiedlichen Alphabete. 

In Anbetracht der ausschließlichen Zuständigkeit der EU für die Festlegung des Namens 
der einheitlichen Währung sind jegliche Abweichungen von dieser Bestimmung mit den 
Verträgen unvereinbar und daher zu beseitigen. Dieser Grundsatz findet zwar auf 
sämtliche innerstaatlichen Rechtsvorschriften Anwendung, doch konzentriert sich die 
Beurteilung in den Länderkapiteln auf die Satzungen der NZBen und die Bestimmungen 
zur Euro-Bargeldumstellung. 


2.2.7 RECHTLICHE INTEGRATION DER NZBen IN DAS EUROSYSTEM 

Innerstaatliche Rechtsvorschriften (insbesondere die Satzung einer NZB, aber auch 
sonstige Rechtsvorschriften), die die Erfüllung von Aufgaben im Rahmen des 
Eurosystems oder die Einhaltung von EZB-Beschlüssen behindern würden, sind mit dem 
reibungslosen Funktionieren des Eurosystems nach der Einführung des Euro in dem 
jeweiligen Mitgliedstaat nicht vereinbar. Sie sind daher entsprechend abzuändem, um die 


In der den Verträgen beigefägten „Erklärung der Republik Lettland, der Republik Ungarn und 
der Republik Malta zur Sehreib weise des Namens der einheitliehen Währung in den Verträgen“ 
heißt es: „Unbesehadet der in den Verträgen enthaltenen vereinheitliehten Sehreib weise des 
Namens der einheitliehen Währung der Europäisehen Union, wie sie auf den Banknoten und 
Münzen erseheint, erklären Lettland, Ungarn und Malta, dass die Sehreibweise des Namens der 
einheitliehen Währung - einsehließlieh ihrer abgeleiteten Formen, die in der lettisehen, der 
ungarisehen und der maltesisehen Spraehfassung der Verträge benutzt werden- keine 
Auswirkungen auf die geltenden Regeln der lettisehen, der ungarisehen und der maltesisehen 
Spraehe hat.“ 

ABI. L 139 vom 11.5.1998, S. 1. 
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Vereinbarkeit mit dem AEUV und der ESZB-Satzung im Hinblick auf die Aufgaben im 
Rahmen des Eurosystems zu gewährleisten. Zur Erfüllung von Artikel 131 AEUV waren 
die innerstaatlichen Rechtsvorschriften bis zum Zeitpunkt der Errichtung des ESZB (im 
Fall Schwedens) sowie bis zum 1. Mai 2004, 1. Januar 2007 bzw. 1. Juli 2013 (bei den 
Mitgliedstaaten, die zum jeweiligen Zeitpunkt der Union beitraten) anzupassen. 
Rechtsvorschriften im Zusammenhang mit der vollständigen rechtlichen Integration einer 
NZB in das Eurosystem müssen hingegen erst dann in Kraft treten, wenn die vollständige 
Integration wirksam wird - also erst zu dem Zeitpunkt, zu dem ein Mitgliedstaat, für den 
eine Ausnahmeregelung gilt, den Euro einfiührt. 

Das Hauptaugenmerk in diesem Bericht gilt jenen Rechtsvorschriften, die eine NZB daran 
hindern könnten, ihren Verpflichtungen im Rahmen des Eurosystems nachzukommen. 
Dazu zählen Bestimmungen, die eine NZB davon abhalten könnten, sich an der 
Durchführung der von den Beschlussorganen der EZB festgelegten einheitlichen 
Geldpolitik zu beteiligen, die einen Zentralbankpräsidenten bei der Erfüllung seiner 
Aufgaben als Mitglied des EZB-Rats behindern könnten oder in denen die Vorrechte der 
EZB nicht berücksichtigt sind. Dabei wird unterschieden zwischen wirtschaftspolitischer 
Zielbestimmung, Aufgaben, Finanzvorschriften, Wechselkurspolitik und internationaler 
Zusammenarbeit. Schließlich werden noch andere Bereiche angeführt, in denen die NZB- 
Satzungen möglicherweise angepasst werden müssen. 

2.2.7.1 WIRTSCHAFTSPOLITISCHE ZIELBESTIMMUNG 

Die vollständige Integration einer NZB in das Eurosystem erfordert, dass die in ihrer 
Satzung verankerten Ziele mit den Zielen des ESZB (nach Artikel 2 der ESZB-Satzung) 
im Einklang stehen. Dies bedeutet unter anderem, dass gewisse innerstaatlich motivierte 
Ziele - zum Beispiel die Verpflichtung, die Geldpolitik im Rahmen der allgemeinen 
Wirtschaftspolitik des betreffenden Mitgliedstaats durchzufiühren - entsprechend 
abzuändem sind. Außerdem müssen auch die nachrangigen Ziele der NZBen mit ihrer 
Verpflichtung, die allgemeine Wirtschaftspolitik in der EU zu unterstützen, um zur 
Verwirklichung der in Artikel 3 des Vertrags über die Europäische Union festgelegten 
Ziele der Union beizutragen (dies selbst ein Ziel, das das Ziel der Preisstabilität 
unbeschadet lässt), vereinbar sein und dürfen ihr nicht entgegenstehen. 


Stellungnahme CON/2010/30 und CON/2010/48. 
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2.2.7.2 AUFGABEN 

Die Aufgaben der NZB eines Mitgliedstaats, dessen Währung der Euro ist, werden 
aufgrund des Status dieser NZB als integraler Bestandteil des Eurosystems in erster Linie 
durch den AEUV und die ESZB-Satzung bestimmt. Zur Erfüllung von Artikel 131 AEUV 
müssen daher die Aufgabenbeschreibungen in der Satzung einer NZB mit den 
betreffenden Bestimmungen im AEUV und in der ESZB-Satzung verglichen und 
Unvereinbarkeiten beseitigt werden.^^ Dies gilt für alle Bestimmungen, die nach der 
Einführung des Euro und der Integration in das Eurosystem die Wahrnehmung von 
Aufgaben im Rahmen des ESZB beeinträchtigen, vor allem für Bestimmungen, in denen 
die Zuständigkeit des ESZB nach Kapitel IV der ESZB-Satzung nicht berücksichtigt ist. 

In den innerstaatlichen Rechtsvorschriften zur Geldpolitik muss berücksichtigt sein, dass 
die Geldpolitik der Union durch das Eurosystem auszuführen ist.^^ Für den Fall, dass die 
Satzung einer NZB Bestimmungen über geldpolitische Instrumente enthält, müssen diese 
mit den entsprechenden Bestimmungen des AEUV und der ESZB-Satzung vergleichbar 
sein und etwaige Unvereinbarkeiten im Sinne von Artikel 131 AEUV beseitigt werden. 

Die NZBen überwachen auf regelmäßiger Basis die Entwicklung der öffentlichen 
Finanzen, damit sie den künftigen geldpolitischen Kurs angemessen beurteilen können. 
NZBen dürfen auch gestützt auf diese Überwachungstätigkeit und die Unabhängigkeit 
ihrer Empfehlungen ihre Meinung zu relevanten Entwicklungen der öffentlichen Finanzen 
äußern, um zum reibungslosen Funktionieren der Europäischen Währungsunion 
beizutragen. Die Überwachung der Entwicklung der öffentlichen Finanzen durch die 
NZBen zu geldpolitischen Zwecken sollte auf der Grundlage eines uneingeschränkten 
Zugangs zu allen relevanten Daten über die öffentlichen Finanzen erfolgen. Die NZBen 
sollten daher einen vollständigen, zeitnahen und automatischen Zugang zu allen 
relevanten Finanzstatistiken erhalten. Die Rolle einer NZB sollte jedoch nicht über 
Überwachungsaktivitäten hinausgehen, die sich nicht- direkt oder indirekt- aus der 
Erfüllung ihres geldpolitischen Mandats ergeben oder damit in Verbindung stehen. Wird 
einer NZB formal ein Mandat zur Beurteilung von Prognosen und der Entwicklung der 
öffentlichen Finanzen erteilt, so impliziert dies für die NZB eine Funktion (und damit 
auch eine entsprechende Verantwortung) im Rahmen der Finanzpolitik, wodurch die 


Siehe insbesondere Artikel 127 und Artikel 128 AEUV sowie Artikel 3 bis 6 und Artikel 16 der 
ESZB-Satzung. 

Artikel 127 Absatz 2 erster Gedankenstrieh AEUV. 

Stellungnahme CON/20 12/1 05. 
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Erfüllung des geldpolitischen Mandats des Eurosystems und die Unabhängigkeit der NZB 
unterminiert werden können. 

Im Zusammenhang mit den innerstaatlichen Gesetzesinitiativen zur Beseitigung der 
Turbulenzen an den Finanzmärkten hat die EZB betont, dass jegliche Verzerrung an den 
nationalen Geldmärkten des Euro- Währungsgebiets zu vermeiden ist, da hierdurch die 
Durchführung der einheitlichen Geldpolitik beeinträchtigt werden könnte. Dies gilt 
insbesondere für die Ausweitung staatlicher Garantien auf Interbankeneinlagen. 

Die Mitgliedstaaten müssen gewährleisten, dass innerstaatliche gesetzgeberische 
Maßnahmen zur Behebung von Liquiditätsproblemen bei Unternehmen oder 
professionellen Marktteilnehmern, etwa zur Deckung ihrer Verbindlichkeiten gegenüber 
Finanzinstituten, keine negativen Auswirkungen auf die Marktliquidität haben. 
Insbesondere dürfen solche Maßnahmen nicht mit dem Grundsatz einer offenen 
Marktwirtschaft im Sinne von Artikel 3 des Vertrags über die Europäische Union 
unvereinbar sein, da dies die Kreditvergabe behindern, die Stabilität von Finanzinstituten 
und -märkten wesentlich beeinflussen und somit die Wahrnehmung der Aufgaben des 
Eurosystems beeinträchtigen könnte. 

Innerstaatliche Rechtsvorschriften, die der jeweiligen NZB das alleinige Recht zur 
Ausgabe von Banknoten einräumen, müssen ab der Einführung des Euro das 
ausschließliche Recht des EZB-Rats zur Genehmigung der Ausgabe von Euro-Banknoten 
gemäß Artikel 128 Absatz 1 AEUV und Artikel 16 der ESZB-Satzung anerkennen, 
während das Recht zur Ausgabe von Euro-Banknoten der EZB und den NZBen zusteht. 
Ferner müssen innerstaatliche Rechtsvorschriften, nach denen die Regierung Einfluss auf 
Euro-Banknoten, beispielsweise auf deren Stückelung, Herstellung, Umlauf und 
Einziehung, nehmen kann, entweder aufgehoben werden oder die Zuständigkeit der EZB 
für die Euro-Banknoten im Sinne der oben genannten Bestimmungen des AEUV und der 
ESZB-Satzung berücksichtigen. Ungeachtet der Aufgabenteilung zwischen den 
Regierungen und den NZBen in Bezug auf Münzen müssen die jeweiligen Bestimmungen 


Beispielsweise innerstaatliehe Reehtsvorsehriften zur Umsetzung der Riehtlinie 2011/85/EU 
des Rates vom 8. November 2011 über die Anforderungen an die haushaltspolitisehen Rahmen 
der Mitgliedstaaten (ABI. L 306 vom 23.11.2011, S. 41). Siehe Stellungnahme CON/2013/90 
und CON/20 13/91. 

Stellungnahme CON/2009/99 und CON/20 1 1/79. 

Stellungnahme CON/2010/8. 
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nach der Einführung des Euro das Recht der EZB zur Genehmigung des Umfangs der 
Münzausgabe anerkennen. Ein Mitgliedstaat darf das sich im Umlauf befindliche Bargeld 
nicht als Verbindlichkeit seiner NZB gegenüber der Regierung dieses Mitgliedstaats 
betrachten, da dies das Konzept einer einheitlichen Währung zu Fall bringen würde und 
mit den Anforderungen an die rechtliche Integration in das Eurosystem unvereinbar 
wäre.^^ 

Was die Verwaltung der Währungsreserven betrifft, so verstößt ein Mitgliedstaat, der 
den Euro eingeführt hat und seine offiziellen Währungsreserven nicht an die NZB 
überträgt, gegen den AEUV. Ferner ist jedwedes Recht eines Dritten, zum Beispiel der 
Regierung oder des Parlaments, Einfluss auf die Entscheidungen einer NZB hinsichtlich 
der Verwaltung der offiziellen Währungsreserven zu nehmen, mit Artikel 127 Absatz 2 
dritter Gedankenstrich AEUV unvereinbar. Darüber hinaus müssen die NZBen 
entsprechend ihrem Anteil am gezeichneten Kapital der EZB Währungsreserven an die 
EZB übertragen. Dies bedeutet, dass die NZBen nicht durch rechtliche Bestimmungen 
daran gehindert werden dürfen, Währungsreserven an die EZB zu übertragen. 

Im Hinblick auf Statistiken begründen zwar Verordnungen, die von der EZB nach 
Artikel 34.1 der ESZB-Satzung im Bereich der Statistiken erlassen wurden, keinerlei 
Rechte oder Verpflichtungen für jene Mitgliedstaaten, die den Euro nicht eingeführt 
haben; allerdings gilt Artikel 5 der ESZB-Satzung, der die Erhebung statistischer Daten 
betrifft, für alle Mitgliedstaaten, unabhängig davon, ob sie den Euro eingeführt haben. 
Entsprechend sind Mitgliedstaaten, deren Währung nicht der Euro ist, dazu verpflichtet, 
auf nationaler Ebene alle Maßnahmen zu treffen und umzusetzen, die sie für erforderlich 
halten, um die zur Erfüllung der statistischen Berichtspflichten gegenüber der EZB 
benötigten statistischen Daten zu erheben und rechtzeitig die im statistischen Bereich 
erforderlichen Vorbereitungen zu treffen, um Mitgliedstaaten zu werden, deren Währung 
der Euro ist.^^ 
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Stellungnahme CON/2008/34. 

Artikel 127 Absatz 2 dritter Gedankenstrieh AEUV. 

Ausgenommen davon sind Arbeitsguthaben in Fremdwährungen, die die Regierungen der 
Mitgliedstaaten naeh Artikel 127 Absatz 3 AEUV halten dürfen. 

Stellungnahme CON/20 13/8 8. 
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2.2.7.3 FINANZVORSCHRIFTEN 

Die Finanzvorschriften der ESZB-Satzung enthalten Bestimmungen über die 
Jahresabschlüsse,^^ Rechnungsprüfung,^^ Kapitalzeichnung, Übertragung von 


Währungsreserven^^ und Verteilung der monetären Einkünfte^^. Die NZBen müssen in der 


Lage sein, ihren Verpflichtungen aus diesen Bestimmungen nachzukommen; damit nicht 
in Einklang stehende innerstaatliche Vorschriften sind daher aufzuheben. 

2.2.7.4 WECHSELKURSPOLITIK 

Für den Fall, dass nach den innerstaatlichen Rechtsvorschriften eines Mitgliedstaats mit 
Ausnahmeregelung die Regierung für die Wechselkurspolitik dieses Mitgliedstaats 
zuständig ist und der jeweiligen NZB ein Beratungsrecht bzw. die ausführende Rolle 
eingeräumt wird, sind diese Bestimmungen bis zu dem Zeitpunkt, zu dem der 
Mitgliedstaat den Euro einfiährt, dahingehend anzupassen, dass die Verantwortung für die 
Wechselkurspolitik des Euro- Währungsgebiets gemäß Artikel 138 und Artikel 219 AEUV 
auf der Ebene der EU liegt. 

2.2.7.5 INTERNATIONALE ZUSAMMENARBEIT 

Im Hinblick auf die Einführung des Euro müssen die innerstaatlichen Rechtsvorschriften 
mit Artikel 6.1 der ESZB-Satzung vereinbar sein, wonach im Bereich der internationalen 
Zusammenarbeit, die die dem Eurosystem übertragenen Aufgaben betrifft, die EZB 
entscheidet, wie das ESZB vertreten wird. Innerstaatliche Rechtsvorschriften, die einer 
NZB die Beteiligung an internationalen Währungseinrichtungen erlauben, müssen eine 
solche Beteiligung unter den Zustimmungsvorbehalt der EZB stellen (Artikel 6.2 der 
ESZB-Satzung). 

2.2.7.6 VERSCHIEDENES 

Neben den oben genannten Punkten gibt es bei einigen Mitgliedstaaten noch andere 
Bereiche, in denen die innerstaatlichen Rechtsvorschriften angepasst werden müssen 
(beispielsweise im Bereich der Verrechnungs- und Zahlungssysteme und des 
Informationsaustauschs). 


Artikel 26 der ESZB-Satzung. 
Artikel 27 der ESZB-Satzung. 
Artikel 28 der ESZB-Satzung. 
Artikel 30 der ESZB-Satzung. 
Artikel 32 der ESZB-Satzung. 
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3 STAND DER WIRTSCHAFTLICHEN 
KONVERGENZ 


Nach der Veröffentlichung des letzten regelmäßigen Konvergenzberichts der EZB im Jahr 
2012 kam es in weiten Teilen Europas zu einer konjunkturellen Abkühlung.^ Zugleich 
wurden in mehreren Staaten Fortschritte beim Abbau von Haushaltsungleichgewichten 
erzielt. Im Jahresverlauf 2013 nahm die Konjunktur in den meisten Ländern wieder an 
Fahrt auf und gewann allmählich an Breite. Grund hierfür war der Einfluss steigender real 
verfügbarer Einkommen, da in den meisten Ländern kein Preisdruck vorhanden war, 
sowie akkommodierende makroökonomische Maßnahmen in mehreren Staaten und 
vermehrte Zeichen einer wirtschaftlichen Stabilisierung im Euro- Währungsgebiet. Die 
einsetzende Erholung hat jedoch noch nicht zu einer deutlichen Verbesserung am 
Arbeitsmarkt geführt, wo weiterhin eine hohe Arbeitslosigkeit herrscht. Gleichzeitig sind 
in mehreren Ländern erhebliche Fortschritte bei der Korrektur außenwirtschaftlicher 
Ungleichgewichte und der Reduzierung der Abhängigkeit von der Außenfinanzierung, 
insbesondere im Bankensektor, erzielt worden. Dadurch wurde die Widerstandsfähigkeit 
der meisten untersuchten Länder während der jüngsten Phasen von 
Finanzmarktturbulenzen in Schwellenländem außerhalb der EU gestärkt. In einzelnen 
Ländern sind allerdings nach wie vor beträchtliche Anfälligkeiten zu beobachten, die den 
Konvergenzprozess langfristig beeinträchtigen dürften, sofern ihnen nicht in 
angemessener Weise begegnet wird. 

Was das Preisstabilitätskriterium betrifft, so lag der Zwölfmonatsdurchschnitt der 
Inflationsrate in sieben der in diesem Bericht untersuchten Länder deutlich unter dem 
Referenzwert, und zwar in Bulgarien, der Tschechischen Republik, Kroatien, Litauen, 
Ungarn, Polen und Schweden. In Rumänien lag er hingegen darüber. Im Jahr 2012 
verzeichneten lediglich drei der acht damals untersuchten Staaten Inflationsraten, die 
unterhalb des Referenzwerts lagen. 


Was die fiskalpolitischen Kriterien in den untersuchten Ländern betrifft, liegt zum 
Berichtszeitpunkt allerdings nur gegen die Tschechische Republik, Kroatien und Polen ein 
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^ Lettland- eines der aeht im Konvergenzberieht von 2012 untersuehten Länder- hat 
zwisehenzeitlieh die Gemeinsehaftswährung eingeführt (weitere Informationen finden sieh in 
dem auf Antrag Lettlands erstellten Konvergenzberieht vom Juni 2013). Kroatien, das der EU 
zum 1. Juli 2013 beigetreten ist, wird in diesem Berieht erstmals einer Prüfung unterzogen. Bei 
einem Vergleieh der Ergebnisse der beiden Beriehte ist daher die geänderte Zusammensetzung 
der untersuehten Länder zu beaehten. 
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Beschluss des Rates der EU über das Bestehen eines übermäßigen Defizits vor. Ganz 
anders stellte sich die Situation zum Zeitpunkt des Konvergenzberichts 2012 dar, als sich 
alle betrachteten Länder - mit Ausnahme Schwedens - in einem Defizitverfahren 
befanden. 2013 wiesen mit Ausnahme Kroatiens und Polens alle Länder insgesamt eine 
Haushaltsposition unter dem Referenzwert von 3 % des BIP auf Ein Jahr zuvor hatte das 
Haushaltsdefizit in allen Ländern außer Schweden, Bulgarien und Ungarn über dem 
Referenzwert von 3 % des BIP gelegen. 2013 erhöhten sich die öffentlichen 
Schuldenquoten in den meisten Ländern bis auf die Tschechische Republik, Litauen und 
Ungarn. In allen untersuchten Ländern außer Kroatien und Ungarn lag sie jedoch 2013 
unter dem Referenzwert von 60 %. In Polen rückte sie 2013 nahe an diese Marke heran. In 
der Tschechischen Republik und in Schweden lag die Schuldenquote 2013 unterhalb von 
50 %, in Litauen und Rumänien unterhalb von 40 % und in Bulgarien unterhalb von 20 %. 
Im Konvergenzbericht 2012 wurde nur für Ungarn eine öffentliche Schuldenquote über 
dem Referenzwert von 60 % ausgewiesen. 

Was das Wechselkurskriterium anbelangt, so nimmt von den in diesem Bericht 
untersuchten Ländern nur Litauen mit seiner Währung (dem Litas) am WKM II teil. Von 
den übrigen betrachteten Ländern ist seit dem Konvergenzbericht im Jahr 2012 keines 
dem WKM II beigetreten. Im Berichtszeitraum entwickelten sich die Bedingungen an den 
Finanzmärkten in Litauen insgesamt stabil. Die Wechselkurse der nicht am WKM II 
teilnehmenden Währungen wiesen im Referenzzeitraum relativ große Schwankungen auf 
Eine Ausnahme hierbei bildeten Bulgarien, dessen Währung im Rahmen einer Currency- 
Board-Regelung an den Euro gekoppelt war, und Kroatien, das ein streng kontrolliertes 
Floating verfolgte. 

Betrachtet man die Konvergenz der langfristigen Zinssätze, so liegen diese in allen acht 
hier untersuchten Ländern unterhalb - im Fall Bulgariens, der Tschechischen Republik, 
Litauens, Polens und Schwedens sogar deutlich unterhalb - des Referenzwerts für das 
Zinskriterium von 6,2 %. Im Jahr 2012 verzeichneten sechs der acht damals untersuchten 
Staaten Zinssätze, die unterhalb des Referenzwerts lagen. 

Bei der Untersuchung der Einhaltung der Konvergenzkriterien ist von zentraler 
Bedeutung, ob diese dauerhaft und nicht nur zu einem bestimmten Zeitpunkt eingehalten 
werden. Die ersten zehn Jahre der WWU haben gezeigt, dass schwache 
Fundamentaldaten, ein übermäßig lockerer makroökonomischer Kurs auf Länderebene 
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sowie ZU optimistische Einschätzungen bezüglich der Konvergenz der realen Einkommen 
nicht nur Risiken für die betroffenen Länder, sondern auch für das reibungslose 
Funktionieren des Euroraums insgesamt mit sich bringen. Große und anhaltende 
makroökonomische Ungleichgewichte (etwa in Form dauerhafter Einbußen der 
Wettbewerbsfähigkeit oder einer steigenden Verschuldung und vermehrter Preisblasen am 
Immobilienmarkt), die sich in den ersten zehn Jahren der WWU in vielen Mitgliedstaaten 
der EU, darunter auch Euro-Ländern, aufgebaut haben, sind eine der wichtigsten 
Erklärungen für die Wirtschafts- und Finanzkrise, die 2008 einsetzte. Dies unterstreicht 
die Tatsache, dass die zeitweilige Erfüllung der numerischen Konvergenzkriterien allein 
keine Garantie für eine reibungslose Mitgliedschaft im Euro- Währungsgebiet darstellt. 
Länder, die dem Euroraum beitreten, sollten daher die Nachhaltigkeit ihrer 
Konvergenzprozesse und ihre Fähigkeit demonstrieren, den permanenten Verpflichtungen, 
die mit der Einführung der Gemeinschaftswährung einhergehen, gerecht zu werden. Dies 
liegt sowohl im Interesse des Landes selbst als auch im Interesse des Eurogebiets 
insgesamt. 

Die Notwendigkeit eines verstärkten wirtschaftspolitischen Steuerungsrahmens in der EU 
wird inzwischen anerkannt. Daher traten am 13. Dezember 2011 und am 30. Mai 2013 
neue Gesetzespakete in Kraft (das „Sechser-“ und das „Zweierpaket“), durch die die 
Überwachung der nationalen Finanzpolitiken deutlich verschärft und ein neues 
Überwachungs verfahren zur Vermeidung und Korrektur makroökonomischer 
Ungleichgewichte geschaffen wurde. 

Wie bereits in früheren Konvergenzberichten angemerkt, ist in vielen der hier 
untersuchten Staaten im Hinblick auf das Zusammenwirken der nachfolgenden Faktoren, 
die die wirtschaftliche Integration und Konvergenz beeinflussen, eine dauerhafte 
Anpassung der Politik vonnöten: 

a) Eine starke Verschuldung des Staates oder des privaten Sektors, vor allem in 
Verbindung mit einer recht hohen Auslandsverschuldung, macht Volkswirtschaften 
anfällig für Ansteckungseffekte, die aus Spannungen an den Finanzmärkten resultieren. 
Aufgrund möglicher negativer Auswirkungen auf die Finanzierung und wegen des 
erforderlichen Fremdkapitalabbaus kann eine solche Verschuldung auch ein nachhaltiges 
Produktionswachstum verhindern. 
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b) Zur Stützung der Wettbewerbsfähigkeit ist es nach wie vor notwendig, übermäßiges 
Lohnwachstum einzudämmen und die Produktivität durch Innovationen zu fordern. 

c) Um zu einem kräftigeren, ausgeglichenen und nachhaltigen Wachstum beizutragen, 
muss das Problem des Auseinanderklaffens von Qualifikationsangebot und -nachfrage am 
Arbeitsmarkt angegangen sowie die Erwerbsbeteiligung gefordert werden, wobei das 
Hauptaugenmerk auf Waren und Dienstleistungen mit hoher Wertschöpfung liegen sollte. 
Dies sollte den Arbeitskräftemangel verringern und ein höheres Potenzialwachstum 
befördern. 

d) Weitere Verbesserungen der wirtschaftlichen Rahmenbedingungen und Maßnahmen 
zur Stärkung des Steuerungsrahmens sowie zur Verbesserung der Qualität der 
Institutionen würden ein höheres nachhaltiges Produktionswachstum fördern und die 
Widerstandsfähigkeit der Volkswirtschaft gegen länderspezifische Schocks stärken. 

e) Im Hinblick auf den Finanzsektor ist es von grundlegender Bedeutung, den 
Bankensektor - und insbesondere die Risiken, die aus dem Engagement der Banken in 
anderen Ländern sowie aus relativ hohen Fremdwährungskrediten erwachsen - möglichst 
genau zu beobachten. Außerdem sollten Märkte geschaffen werden, auf denen sich 
Banken in Landeswährung vornehmlich über längere Laufzeiten refinanzieren können. 

f) Die stärkere Konvergenz der Einkommen in den meisten betrachteten Ländern dürfte zu 
einem zusätzlichen Aufwärtsdruck auf die Preise oder die nominalen Wechselkurse (oder 
beides) führen. Daher ist die nachgewiesene Fähigkeit, Preisstabilität zu erreichen und auf 
Basis stabiler Wechselkurse gegenüber dem Euro langfristig zu gewährleisten, für eine 
dauerhafte wirtschaftliche Konvergenz nach wie vor unabdingbar. 

g) Dauerhafte Anpassungen der Politik sind vonnöten, um ein erneutes Auftreten 
makroökonomischer Ungleichgewichte zu verhindern. Ein solches Risiko besteht vor 
allem, wenn die Konvergenz der Einkommen mit einem erneuten übermäßigen 
Kreditwachstum und einem Anstieg der Preise für Vermögenswerte - etwa aufgrund 
niedriger oder negativer realer Zinssätze - einhergeht. 

h) Den prognostizierten demografischen Veränderungen, die sich den Erwartungen 
zufolge rasch vollziehen werden und erheblich sein dürften, muss beispielsweise durch 
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eine verantwortungsvolle und zukunftsgerichtete Reform der Altersversorgungssysteme 
entgegengewirkt werden. 

DAS KRITERIUM DER PREISSTABILITÄT 

Im zwölfmonatigen Referenzzeitraum von Mai 2013 bis April 2014 wurden in der EU vor 
allem aufgrund eines niedrigen importierten Inflationsdrucks und der in den meisten 
Mitgliedstaaten andauernden konjunkturellen Schwäche niedrige Inflationsraten 
verzeichnet. Der Referenzwert für das Preisstabilitätskriterium betrug 1,7%. Er wurde 
berechnet, indem zum ungewichteten arithmetischen Mittel der in diesem Zeitraum 
gemessenen HVPI-Inflationsraten von Lettland (0,1%), Portugal (0,3 %) und 
Irland (0,3%) 1,5 Prozentpunkte addiert wurden. Die am HVPI gemessene 

Preisentwicklung in Griechenland, Bulgarien und Zypern wurde als Ausnahme betrachtet 
und daher bei der Berechnung des Referenzwerts nicht berücksichtigt (siehe Kasten 1 in 
Kapitel 2). 

Da in mehreren Ländern im Zwölfmonatszeitraum bis April 2014 sehr niedrige 
Inflationsraten verzeichnet wurden (siehe Tabelle 1), sei daran erinnert, dass gemäß 
AEUV die Inflationsentwicklung eines Landes in Relation zur Entwicklung in den 
Mitgliedstaaten, die das beste Ergebnis erzielt haben, untersucht wird. Folglich 
berücksichtigt das Kriterium der Preisstabilität, dass allgemeine Schocks (die etwa von 
internationalen Rohstoffpreisen herrühren) dazu führen können, dass die Inflation auch im 
Euroraum zeitweilig von einem mit Preisstabilität zu vereinbarenden Niveau abweicht. 

In den zurückliegenden zehn Jahren war die Teuerung zwar in allen EU-Mitgliedstaaten 
volatil, allerdings in unterschiedlichem Maße, was vor allem durch die Entwicklung der 
Rohstoffpreise und der administrierten Preise sowie durch das gesamtwirtschaftliche 
Umfeld bedingt war. Auch die Wechselkursentwicklung und die geldpolitischen 
Bedingungen trugen in den meisten untersuchten Ländern zur Volatilität der Inflation bei. 
In der von robustem Wirtschaftswachstum geprägten Phase bis 2008 hatte sich die 
Teuerung in den meisten Ländern beschleunigt, bevor sie 2009 infolge eines negativen 
Rohstoffpreisschocks am Weltmarkt und des in der Mehrheit dieser Länder aufgetretenen 
Konjunktureinbruchs beträchtlich zurückging. Allerdings zog die Inflation von 2010 bis 
2012 trotz der anhaltend schwachen Binnennachfrage an, wofür hauptsächlich 
außenwirtschaftliche Faktoren und administrierte Preise verantwortlich waren. Im 
Jahr 2013 war der Preisauftrieb in allen untersuchten Ländern rückläufig und sank in 
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einigen Fällen auf historische Tiefstände, obschon sich die Wirtschaft in allen Staaten 
schrittweise erholte; eine Ausnahme bildete Kroatien, wo weiterhin umfangreiche 
makroökonomische Ungleichgewichte bestehen. Maßgeblich für den markanten 


Disinflationsprozess waren vor allem niedrigere Weltmarktpreise für Öl und sonstige 


Rohstoffe sowie gute Ernten. Gestützt wurde dieser Prozess auch durch die in den meisten 
Ländern nach wie vor negative Produktionslücke und das Fehlen eines von der 
Wechselkursentwicklung ausgehenden Preisdrucks. In einigen Staaten wirkten zudem 
noch Absenkungen der administrierten Preise und indirekten Steuern oder durch vorherige 
Erhöhungen der indirekten Steuern bedingte Basiseffekte inflationsmindemd. Angesichts 
moderater Teuerungsraten, die in allen hier untersuchten Ländern mit einem Inflationsziel 
unter das von der Zentralbank gesetzte Ziel fielen, wurden die geldpolitischen Zügel in 
mehreren Ländern beträchtlich gelockert. Zu Beginn des laufenden Jahres war die am 
HVPI gemessene Inflation in allen betrachteten Staaten weiterhin niedrig. 

Zwischen den einzelnen Ländern variierten die HVPI- Jahresteuerungsraten nach wie vor 
beträchtlich. Am volatilsten verlief die Preisentwicklung in Bulgarien und Litauen. In 
diesen Ländern ließ die überhitzte Binnenkonjunktur die Inflationsraten bis 2008 auf 
zweistellige Werte emporschnellen, bevor sie bis 2010 deutlich zurückgingen. 
Anschließend bewegte sich die Teuerung in diesen beiden Ländern innerhalb engerer 
Spannen. In Rumänien blieb der Preisauftrieb bis Mitte 2011 anhaltend hoch, ging dann 
aber auf ein niedrigeres Niveau zurück. In der Tschechischen Republik sowie in Kroatien, 
Ungarn, Polen und Schweden verlief die Preisentwicklung weniger volatil als in den 
übrigen untersuchten Ländern. In den letzten zehn Jahren betrug die durchschnittliche am 
HVPI gemessene jährliche Teuerungsrate in Rumänien 6,5 %, in Bulgarien 5,1 %, in 
Ungarn 4,8 %, in Litauen 3,8 %, in Polen 2,9 %, in Kroatien 2,8 %, in der Tschechischen 
Republik 2,4 % und in Schweden 1,5 %. 
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Tabelle I 

Übersicht über die Indikatoren der wirtschaftlichen Konvergenz 





Preisstabilität 


Öffentliche Finanzen 

1 Wechselkurs 

Langfristiger 









Zinssatz 



HVPI- 

Land mit 

Finanzierungssaldo 

Bruttoverschuldung 

Am WKM II 

Wechselkurs 

Langfristiger 



Inflation^^ 

über- 

des Staates"*) 

des Staates"*) 

teilnehmende 

gegenüber dem 

Zinssatz^) 




mäßigem 

DefiziE^ 



Währung 

Euro®) 


Bulgarien 

2012 

2,4 

Ja 

-0,8 

18,4 

Nein 

0,0 

4,5 


2013 

0,4 

Nein 

-1,5 

18,9 

Nein 

0,0 

3,5 


2014 

-0,8 

Nein^^ 

-1,9 

23,1 

Nein') 

0,0') 

3,5®) 

Tschechische 

2012 

3,5 

Ja 

-4,2 

46,2 

Nein 

-2,3 

2,8 

Republik 

2013 

1,4 

Ja 

-1,5 

46,0 

Nein 

-3,3 

2,1 


2014 

0,9 

Ja') 

-1,9 

44,4 

Nein') 

-5,6') 

2,2®) 

Kroatien 

2012 

3,4 

- 

-5,0 

55,9 

Nein 

-1,1 

6,1 


2013 

2,3 

- 

-4,9 

67,1 

Nein 

-0,8 

4,7 


2014 

1,1 

Ja') 

-3,8 

69,0 

Nein') 

-0,8') 

4,8®) 

Litauen 

2012 

3,2 

Ja 

-3,2 

40,5 

Ja 

0,0 

4,8 


2013 

1,2 

Ja 

-2,1 

39,4 

Ja 

0,0 

3,8 


2014 

0,6 

Nein') 

-2,1 

41,8 

Ja') 

0,0') 

3,6®) 

Ungarn 

2012 

5,7 

Ja 

-2,1 

79,8 

Nein 

-3,5 

7,9 

2013 

1,7 

Ja 

-2,2 

79,2 

Nein 

-2,6 

5,9 


2014 

1,0 

Nein') 

-2,9 

80,3 

Nein') 

-3,6') 

5,8®) 

Polen 

2012 

3,7 

Ja 

-3,9 

55,6 

Nein 

-1,6 

5,0 

2013 

0,8 

Ja 

-4,3 

57,0 

Nein 

-0,3 

4,0 


2014 

0,6 

Ja') 

5,7 

49,2 

Nein') 

0,3') 

4,2®) 

Rumänien 

2012 

3,4 

Ja 

-3,0 

38,0 

Nein 

-5,2 

6,7 


2013 

3,2 

Ja 

-2,3 

38,4 

Nein 

0,9 

5,4 


2014 

2,1 

Nein') 

-2,2 

39,9 

Nein') 

-1,5') 

5,3®) 

Schweden 

2012 

0,9 

Nein 

-0,6 

38,3 

Nein 

3,6 

1,6 


2013 

0,4 

Nein 

-1,1 

40,6 

Nein 

0,6 

2,1 


2014 

0,3 

Nein') 

-1,8 

41,6 

Nein') 

-3,0') 

2,2®) 

Referenzwert’^ 

1,7% 


-3,0 % 

60,0 % 



6,2 % 


Quellen: Europäische Kommission (Eurostat, Generaldirektion Wirtschaft und Finanzen) und EZB. 

1) Durchschnittliche Veränderung gegen Vorjahr in %. Die Angaben für 2014 beziehen sich auf den Zeitraum von Mai 2013 bis 
April 2014. 

2) Bezieht sich darauf, ob zumindest für einen Teil des Jahres ein Beschluss des Rates vorlag, wonach in diesem Land ein übermäßiges 
Defizit bestand. 

3) Die Daten fiir 2014 beziehen sich auf den Zeitraum bis zum Stichtag der Statistiken in diesem Bericht (15. Mai 2014). 

4) In % des BIP. Die Angaben für 2014 sind der Frühjahrsprognose 2014 der Europäischen Kommission entnommen. 

5) Durchschnittliche Veränderung gegen Vorjahr in %. Die Angaben für 2014 werden als prozentuale Abweichung des Durchschnitts des 
Zeitraums vom 1. Januar 2014 bis zum 15. Mai 2014 vom Durchschnitt des Jahres 2013 berechnet. Eine positive (negative) Zahl zeigt 
eine Aufwertung (Abwertung) gegenüber dem Euro an. 

6) Durchschnittlicher Jahreszinssatz. Die Angaben für 2014 beziehen sich auf den Zeitraum von Mai 2013 bis April 2014. 

7) Für die HVPI-Inflation und den langfristigen Zinssatz bezieht sich der Referenzwert auf den Zeitraum von Mai 2013 bis April 2014, für 
den Finanzierungssaldo des Staates und die Verschuldung des Staates auf das Jahr 2013. 


Die Prognosen wichtiger internationaler Institutionen deuten darauf hin, dass sich die 
durchschnittliche jährliche Teuerung nach dem HVPI ausgehend von ihrem derzeitigen 
niedrigen Niveau im Zeitraum 2014-2015 in allen hier untersuchten Ländern schrittweise 
erhöhen dürfte. Die moderate weltwirtschaftliche Erholung dürfte in Verbindung mit den 
noch immer gedämpften Aussichten für die Binnennachfrage und einer gewissen 
Unterauslastung der Kapazitäten jedoch dazu beitragen, den zugrunde liegenden 
Inflationsdruck in den meisten Ländern in Grenzen zu halten. Die Risiken für die 
Inflationsaussichten sind in den meisten Fällen weitgehend ausgewogen. Einerseits stellen 
Änderungen der Weltmarktpreise für Rohstoffe (insbesondere für Nahrungsmittel und 
Energie) sowie Erhöhungen indirekter Steuern und administrierter Preise ein 
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Aufwärtsrisiko für die Inflation dar. Daneben könnten wieder aufflammende Spannungen 


an den internationalen Finanzmärkten und in den aufstrebenden Volkswirtschaften sowie 
geopolitische Risiken für einen Abwertungsdruck auf einige nationale Währungen sorgen. 
Darüber hinaus übt die Entwicklung am Arbeitsmarkt vor allem in Ländern, die eine 
relativ hohe strukturelle Arbeitslosigkeit und Engpässe in den rascher wachsenden 
Wirtschaftssektoren aufweisen, zusätzlich eine preistreibende Wirkung aus. Andererseits 
dürfte eine langsamer als erwartet voranschreitende wirtschaftliche Erholung im In- und 
Ausland den Inflationsdruck verringern. Der fortdauernde Aufholprozess in den 
untersuchten Ländern Mittel- und Osteuropas kann längerfristig einen erneuten 
Aufwärtsdruck auf die Preise bzw. den nominalen Wechselkurs ausüben, dessen Umfang 
jedoch nicht leicht abzuschätzen ist. Die Gefahr eines wiederaufkeimenden 
Inflationsdrucks ist besonders dann gegeben, wenn der nächste Konjunkturaufschwung 
wiederum mit einem übermäßigen Anstieg der Kreditvergabe und der Vermögenspreise 
einhergeht, der von niedrigen Realzinsen beflügelt wird. 

Insgesamt ist festzustellen, dass der Zwölfmonatsdurchschnitt der am HVPI gemessenen 
Inflationsrate in den meisten betrachteten Ländern zwar unterhalb des Referenzwerts liegt, 
auf längere Sicht aber Bedenken hinsichtlich der Nachhaltigkeit der Inflationskonvergenz 
in vielen Ländern bestehen. Die aktuelle Disinflation ist vornehmlich eine Folge der oben 
genannten temporären Faktoren. Sobald die wirtschaftliche Erholung an Fahrt gewinnt 
und sich die günstigen temporären Effekte auflösen oder gar umkehren, dürfte die 
Teuerung wieder anziehen. 

Um in den hier untersuchten Ländern ein Umfeld zu schaffen, das der Preisstabilität auf 
Dauer zuträglich ist, bedarf es der Verfolgung einer stabilitätsorientierten Geldpolitik. 
Zudem ist dringend die Umsetzung weiterer struktureller Reformen erforderlich, um ein 
der Preisstabilität förderliches Umfeld zu schaffen oder zu wahren. Insbesondere sollten 
die Lohnzuwächse das Wachstum der Arbeitsproduktivität widerspiegeln und die Lage am 
Arbeitsmarkt sowie die Entwicklung in konkurrierenden Ländern berücksichtigen. Ferner 
sind fortwährende Reformanstrengungen vonnöten, um die Funktionsweise der Güter- und 
Arbeitsmärkte weiter zu verbessern und günstige Rahmenbedingungen für das 
Wirtschafts- und Beschäftigungswachstum aufrechtzuerhalten. Zu diesem Zweck sind 
auch unbedingt Maßnahmen zur Stärkung des Steuerungsrahmens und weitere qualitative 
Verbesserungen der Institutionen erforderlich. Die Finanzsektorpolitik sollte darauf 
hinarbeiten, dass dieser Sektor einen soliden Beitrag zu Wirtschaftswachstum und 
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Preisstabilität leistet, indem Phasen eines exzessiven Anstiegs der Kreditvergabe sowie 
ein Aufbau von Schwachstellen im Finanzsystem verhindert werden. Um die mit einem 
hohen Anteil an Fremdwährungskrediten zusammenhängenden möglichen Risiken für die 
Finanzstabilität zu minimieren, die vor allem in einigen der untersuchten Länder bestehen, 
müssen die Empfehlungen des Europäischen Ausschusses für Systemrisiken (ESRB) zur 
Vergabe von Krediten in Fremdwährung vollständig umgesetzt werden. Laut Folgebericht 
des ESRB vom November 2013 wurden die Maßnahmen von Bulgarien nur zum Teil, von 
Litauen, Ungarn und Schweden weitgehend und von der Tschechischen Republik, Polen 
und Rumänien vollständig umgesetzt. Kroatien wurde im Bericht des ESRB nicht 
betrachtet. Um die Maßnahmen effektiv umsetzen zu können, ist eine enge 
Zusammenarbeit der Aufsichtsbehörden in den EU-Staaten vonnöten. Darüber hinaus 
könnte die Finanzstabilität in allen untersuchten Ländern von ihrer Teilnahme am SSM 
profitieren, der seine bankenaufsichtliche Tätigkeit im November 2014 aufnehmen wird. 
Angesichts der Einschränkung des geldpolitischen Handlungs Spielraums durch den streng 
kontrollierten Wechselkurs in Kroatien sowie die Currency-Board-Regelungen in 
Bulgarien und Litauen ist die Unterstützung durch andere Politikbereiche erforderlich, um 
die Volkswirtschaften in die Lage zu versetzen, länderspezifische Schocks zu bewältigen 
und ein neuerliches Auftreten makroökonomischer Ungleichgewichte zu verhindern. 

DAS KRITERIUM DER ÖFFENTLICHEN FINANZEN 

Zum Zeitpunkt der Veröffentlichung dieses Berichts liegt gegen die Tschechische 
Republik, Kroatien und Polen ein Beschluss des Rates der EU über das Bestehen eines 
übermäßigen Defizits vor. Als Frist für dessen Beseitigung wurde der Tschechischen 
Republik das Jahr 2013, Polen das Jahr 2015 und Kroatien das Jahr 2016 gesetzt. Mit 
Ausnahme Kroatiens und Polens wiesen alle hier betrachteten Länder im Jahr 2013 ein 
Haushaltsdefizit auf, das unter dem Referenzwert von 3 % des BIP lag. In Kroatien und 
Polen belief sich der Haushaltsfehlbetrag 2013 auf 4,9 % des BIP bzw. 4,3 % des BIP, 
während Rumänien und Ungarn eine Defizitquote von 2,3 % bzw. 2,2 % verzeichneten, 
gefolgt von Litauen (2,1 %), Bulgarien und der Tschechischen Republik (je 1,5 %) sowie 
von Schweden (1,1 %). 

In vier Ländern verschlechterte sich 2013 die Haushaltsposition gegenüber dem Vorjahr, 
was in erster Linie einer Lockerung des finanzpolitischen Kurses (Bulgarien, Ungarn und 
Schweden) oder einem schwächeren makroökonomischen Umfeld (Polen) zuzuschreiben 
war. Anhaltende Fortschritte waren dagegen in Litauen und Rumänien, deren 
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Defizitverfahren im Juni 2013 eingestellt wurden, und in der Tschechischen Republik, die 
ihren Haushaltsfehlbetrag bis zum Ablauf der im Defizitverfahren gesetzten Frist 2013 
unter den Referenzwert von 3 % des BIP senkte, zu verzeichnen. Die Defizitquote 
Kroatiens sank im vergangenen Jahr nur geringfügig. 

Für 2014 prognostiziert die Europäische Kommission, dass das gesamtstaatliche Defizit in 
Kroatien mit 3,8 % über dem Referenzwert von 3 % des BIP bleiben wird. Ungarn wird 
der Kommissionsprognose zufolge mit 2,9 % eine Defizitquote knapp unter dem 
Referenzwert ausweisen, während das Haushaltsdefizit aller anderen Länder unterhalb 
(Litauen und Rumänien) bzw. deutlich unterhalb (Bulgarien, Tschechische Republik und 
Schweden) des Referenzwerts liegen dürfte. Polen dürfte im laufenden Jahr einen 
temporären Haushaltsüberschuss von 5,7 % des BIP erzielen; ausschlaggebend hierfür ist 
die 2014 erfolgte Rückgängigmachung einer Reform des Alters Versorgungssystems, unter 
anderem in Form einer einmaligen Übertragung von Vermögenswerten aus der zweiten 
Säule der Alterssicherung im Umfang von rund 9 % des BIP. 

Die öffentlichen Schuldenquoten erhöhten sich im Jahr 2013 in sämtlichen untersuchten 
Mitgliedstaaten mit Ausnahme der Tschechischen Republik, Litauens und Ungarns (siehe 
Tabelle 1). In einigen Ländern war dieser Anstieg anhaltend hohen Primärdefiziten und 
einem ungünstigen Zins- Wachstumsdifferenzial zuzuschreiben, während von Deficit- 
Debt-Adjustments im Allgemeinen ein schuldenstandsenkender Effekt ausging. In der 
längerfristigen Betrachtung (2004 bis 2013) verzeichneten die folgenden Länder eine 
erhebliche Ausweitung des öffentlichen Schuldenstands in Relation zum BIP: Kroatien 
(um 28,9 Prozentpunkte), Litauen (20,1), Rumänien (19,7), Ungarn (19,7), die 
Tschechische Republik (17,1) und Polen (11,3). In Bulgarien und Schweden hingegen 
unterschritt die Schuldenquote 2013 ihren Wert von 2004 um 18,1 
bzw. 9,7 Prozentpunkte. 

Für 2014 rechnet die Europäische Kommission damit, dass die Schuldenquote in 
sämtlichen hier untersuchten Staaten mit Ausnahme der Tschechischen Republik und 
Polens ansteigen, aber in allen Ländern außer Kroatien und Ungarn unter dem 
Referenzwert von 60 % bleiben wird. 

Für die Zukunft kommt es entscheidend darauf an, dass die Staaten, die Gegenstand dieses 
Berichts sind, solide und tragfähige öffentliche Finanzen erzielen und beibehalten. Länder 
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im Defizitverfahren müssen ihre diesbezüglichen Verpflichtungen in glaubwürdiger Weise 
und fristgerecht erfüllen, damit sie ihre Haushaltsfehlbeträge innerhalb der vereinbarten 
Frist unter den Referenzwert senken können. Auch in den übrigen Ländern, die ihr 
mittelfristiges Haushaltsziel noch nicht erreicht haben, sind weitere 
Konsolidierungsschritte erforderlich. In diesem Zusammenhang sollte insbesondere der 
Anstieg der Staatsausgaben auf eine Rate unterhalb des mittelfristigen 
Potenzialwachstums begrenzt werden, was im Einklang mit der Ausgabenregel des 
überarbeiteten Stabilitäts- und Wachstumspakts stünde. Darüber hinaus sollten Länder, 
deren Schuldenquote den Referenzwert voraussichtlich übersteigen wird, auch nach 
Ablauf des im SWP festgelegten Übergangszeitraums sicherstellen, dass diese den 
Bestimmungen des gestärkten SWP entsprechend hinreichend rückläufig ist. Durch eine 
weitere Haushaltskonsolidierung ließen sich auch die aus der Bevölkerungsalterung 
erwachsenden Belastungen der öffentlichen Haushalte leichter bewältigen. Strikte 
nationale Haushaltsregeln, die vollständig im Einklang mit den europäischen Regelungen 
stehen, sollten zur Haushaltskonsolidierung beitragen, ein übermäßiges 
Ausgabenwachstum verhindern und ein erneutes Auftreten gesamtwirtschaftlicher 
Ungleichgewichte verhindern. Insgesamt sollten derartige Strategien in umfassende 
Strukturreformen eingebettet werden, um das Wachstumspotenzial und die Beschäftigung 
zu steigern. 

DAS WECHSELKURSKRITERIUM 

Von den in diesem Konvergenzbericht untersuchten Ländern ist gegenwärtig nur Litauen 
Mitglied des WKM II. Der litauische Litas wurde am 28. Juni 2004 in den WKM II 
aufgenommen und hat damit- wie in Artikel 140 AEUV festgelegt - vor der 
Konvergenzprüfung bereits seit mindestens zwei Jahren am WKM II teilgenommen. Die 
Vereinbarung zur Teilnahme am WKM II beruht auf einer Reihe politischer Zusagen der 
litauischen Behörden, etwa bezüglich der Verfolgung einer soliden Finanzpolitik, der 
Begrenzung des Kreditwachstums und der Umsetzung weiterer Strukturreformen. Darüber 
hinaus wurde akzeptiert, dass Litauen dem WKM II mit seiner bisherigen Currency- 
Board-Regelung beitrat. Der EZB erwachsen aus dieser Bindung keine zusätzlichen 
Verpflichtungen. 

Der Leitkurs des litauischen Litas im WKM II blieb im untersuchten Zeitraum (16. Mai 
2012 bis 15. Mai 2014) unverändert, und der Litas wurde durchgängig zu seinem Leitkurs 
gehandelt. Die Bedingungen an den Märkten in Litauen waren währenddessen insgesamt 
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stabil, was auch in der geringen Differenz der kurzfristigen Zinssätze gegenüber dem 
Euro-Währungsgebiet zum Ausdruck kam. 

Die bulgarische Währung nahm nicht am WKM II teil, war aber im Rahmen einer 
Currency-Board-Regelung an den Euro gekoppelt. Die Zinsdifferenzen gegenüber dem 
Euroraum waren dabei im kurzfristigen Bereich meist gering. 

Die kroatische Kuna und der rumänische Leu wurden zu flexiblen Wechselkursen mit 
einem kontrollierten Floating zum Euro gehandelt. Verglichen mit den anderen 
Währungen mit flexiblen Wechselkursen außerhalb des WKM II schlug sich dies bei der 
kroatischen Kuna in einer niedrigen Wechselkursvolatilität nieder, während der Abstand 
der kurzfristigen Zinssätze gegenüber dem Eurogebiet relativ hoch war. Der Wechselkurs 
des rumänischen Leu in Relation zum Euro wies eine recht hohe Volatilität auf, und der 
Abstand der kurzfristigen Zinssätze gegenüber dem Euroraum blieb im Referenzzeitraum 
groß. Im Jahr 2009 wurde Rumänien ein internationales Finanzhilfepaket unter 
maßgeblicher Beteiligung der EU und des IWF gewährt, das 2011 von einem 
vorsorglichen Finanzhilfeprogramm und 2013 von einem Nachfolgeprogramm abgelöst 
wurde. Im Referenzzeitraum nahm das Land jedoch die Mittel aus den vorsorglichen 
Kreditvereinbarungen nicht in Anspruch. Diese Vereinbarungen förderten die 
Reduzierung von Schwachstellen im Finanzsystem und könnten so auch dazu beigetragen 
haben, den Druck auf den Wechselkurs im Berichtszeitraum zu mindern. 

Die tschechische Krone wurde zu flexiblen Wechselkursen gehandelt. Im November 2013 
intervenierte die Ceskä närodni banka jedoch am Devisenmarkt, um eine Abwertung der 
Krone herbeizufähren, und verpflichtete sich, eine Aufwertung der Krone gegenüber dem 
Euro über ein bestimmtes Niveau hinaus zu verhindern. Diese Entscheidung wurde im 
Rahmen der Maßnahmen der Zentralbank zur Gewährleistung von Preisstabilität 
getroffen. Der Wechselkurs der tschechischen Krone in Relation zum Euro wies im 
Beobachtungszeitraum insgesamt eine relativ hohe Volatilität auf; die Differenz der 
kurzfristigen Zinssätze gegenüber dem Eurogebiet war indes relativ gering. 

Der ungarische Forint und der polnische Zloty wurden jeweils zu flexiblen Wechselkursen 
gehandelt. Dabei war eine hohe Wechselkurvolatilität zu verzeichnen, und der Abstand 
der kurzfristigen Zinssätze gegenüber dem Euroraum war hoch. Im Jahr 2008 vereinbarte 
die EZB mit der Magyar Nemzeti Bank sowie der Narodowy Bank Polski Repogeschäfte 
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zur Bereitstellung von Euro-Liquidität. Im Fall Polens bestand im Referenzzeitraum eine 
Kreditvereinbarung im Rahmen der Flexiblen Kreditlinie des IWF, die dazu dient, die 
Nachfrage nach Krediten zur Krisenprävention und -bewältigung zu decken. Polen nahm 
dieses Instrument bislang jedoch nicht in Anspruch. Diese Vereinbarungen förderten die 
Reduzierung von Risiken im Zusammenhang mit Schwachstellen im Finanzsystem und 
könnten so auch dazu beigetragen haben, das Risiko eines Drucks auf die Wechselkurse 
zu mindern. 

Die schwedische Krone wurde zu flexiblen Wechselkursen gehandelt, wobei die 
Wechselkurs Volatilität hoch war und die Differenz der kurzfristigen Zinsen gegenüber 
dem Euro- Währungsgebiet gering ausfiel. Im Beobachtungszeitraum bestand eine Swap- 
Vereinbarung zwischen der Sveriges riksbank und der EZB. Diese trug zur Reduzierung 
von Schwachstellen im Finanzsystem bei und dürfte so auch den Wechselkurs der 
schwedischen Krone im Verhältnis zum Euro beeinflusst haben. 

DAS KRITERIUM DES LANGFRISTIGEN ZINSSATZES 

Im Mittel ging in den meisten hier betrachteten Ländern die Differenz der Langfristzinsen 
gegenüber dem Durchschnitt des Euro- Währungsgebiets im Referenzzeitraum zurück oder 
blieb im Wesentlichen stabil. Grund hierfür war unter anderem eine geringere 
Risikoaversion der Anleger. Die Marktteilnehmer differenzierten noch immer zwischen 
den einzelnen Ländern im Hinblick auf deren außen- und binnenwirtschaftliche 
Anfälligkeit unter Berücksichtigung der Haushaltsentwicklung und der Aussichten für 
eine dauerhafte Konvergenz. 

Im zwölfmonatigen Referenzzeitraum von Mai 2013 bis April 2014 betrug der 
Referenzwert für den langfristigen Zinssatz 6,2 %. Dieser Wert wurde ermittelt, indem 
zum ungewichteten arithmetischen Mittel der langfristigen Zinssätze der drei EU-Länder, 
die auf dem Gebiet der Preisstabilität das beste Ergebnis erzielt haben, nämlich Lettland 
(3,3 %), Irland (3,5 %) und Portugal (5,8 %), 2 Prozentpunkte hinzuaddiert wurden. Im 
gleichen Zeitraum belief sich der Langfristzins des Euroraums auf durchschnittlich 2,9 % 
und die Rendite langfristiger Anleihen mit AAA-Rating auf 1,9 % (diese Werte werden 
hier lediglich zur Veranschaulichung aufgeführt). 


68 


EZB 

Konvergenzbericht 
Juni 2014 



Drucksache 18/1730 


-256- 


Deutscher Bundestag - 18. Wahlperiode 


Alle acht geprüften Mitgliedstaaten verzeichneten im Referenzzeitraum im Durchschnitt 
langfristige Zinssätze, die - in unterschiedlichem Ausmaß - unterhalb des Referenzwerts 
für das Zinskriterium von 6,2 % lagen (siehe Tabelle 1). 

SONSTIGE EINSCHLÄGIGE FAKTOREN 

Gemäß Artikel 140 AEUV sind auch sonstige Faktoren zu prüfen, die für die 
wirtschaftliche Integration und Konvergenz von Belang sind. Die Untersuchung der 
sonstigen einschlägigen Faktoren ist von Bedeutung, da sie wichtige Informationen für die 
Beurteilung liefert, ob ein Mitgliedstaat voraussichtlich in tragfähiger Weise in das Euro- 
Währungsgebiet integriert werden kann. Hierzu zählen die Integration der Märkte, der 
Stand und die Entwicklung der Leistungsbilanzen, die Entwicklung bei den 
Lohnstückkosten und andere Preisindizes. 

Um eine engere Koordinierung der Wirtschaftspolitik und eine dauerhafte Konvergenz der 
Wirtschaftsleistungen der EU-Mitgliedstaaten zu gewährleisten (Artikel 121 Absatz 3 
AEUV), trat überdies 2011 ein Überwachungsverfahren zur Vermeidung und Korrektur 
makroökonomischer Ungleichgewichte, das Verfahren bei einem makroökonomischen 
Ungleichgewicht, in Kraft.^ Der erste Schritt in diesem jährlichen Verfahren ist ein von 
der Europäischen Kommission erstellter Wammechanismus-Bericht für die frühzeitige 
Erkennung und Überwachung möglicher makroökonomischer Ungleichgewichte. Der 
jüngste Warnmechanismus-Bericht der Kommission wurde am 13. November 2013 
veröffentlicht; er enthält eine qualitative wirtschaftliche und finanzielle Bewertung, die 
unter anderem auf einem indikativen und transparenten Scoreboard mit einem 
Indikatorenkatalog beruht, dessen ermittelte Werte mit den in Verordnung (EU) 
Nr. 1176/2011 festgelegten indikativen Schwellenwerten verglichen werden (siehe 
Tabelle 2).^ Darauf folgt eine eingehende Überprüfung aller Mitgliedstaaten, die nach 
Einschätzung der Kommission von Ungleichgewichten betroffen sind oder bedroht sein 
könnten. 


^ Verordnung (EU) Nr. 1176/2011 des Europäisehen Parlaments und des Rates vom 
16. November 2011 über die Vermeidung und Korrektur makroökonomiseher 
Ungleiehgewiehte. 

^ Das im oben genannten Warnmeehanismus-Berieht veröffentliehte Seoreboard enthält Angaben 
zum Jahr 2012. Die in Tabelle 2 ausgewiesenen Daten beziehen sieh dagegen auf den Zeitraum 
von 2011 bis 2013, so wie sie bei Redaktionssehluss des vorliegenden Konvergenzberiehts 
(15. Mai 2014) verfügbar waren. 
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Was die Ergebnisse des Verfahrens bei einem makroökonomischen Ungleichgewicht für 
das Jahr 2014 betrifft, so wurden vier der in diesem Bericht betrachteten Länder 
(Bulgarien, Kroatien, Ungarn und Schweden) im Wammechanismus-Bericht für eine 
eingehende Überprüfung ausgewählt. Ein weiteres Land (Rumänien) unterliegt derzeit 
einem vorsorglichen EU/IWF -Programm und ist deshalb nicht Gegenstand des 
Wammechanismus-Berichts. Für die Tschechische Republik, Litauen und Polen wurde 
keine eingehende Überprüfung als notwendig erachtet. Die Überprüfungen, deren 
Resultate von der Europäischen Kommission am 5. März 2014 veröffentlicht wurden, 
ergaben, dass Bulgarien und Schweden „weiterhin makroökonomische Ungleichgewichte“ 
aufweisen, „die ein Monitoring und politische Maßnahmen erfordern“. In Ungarn 
„bestehen weiterhin makroökonomische Ungleichgewichte, die ein Monitoring und 
durchgreifende politische Maßnahmen erfordern“, und in Kroatien „bestehen übermäßige 
makroökonomische Ungleichgewichte, die ein spezielles Monitoring und entschlossene 
politische Maßnahmen erfordern“.'^ 

Eine komprimierte, vorläufige und nicht erschöpfende Zusammenfassung der 
Länderungleichgewichte findet sich im oben genannten Scoreboard. Mit Blick auf die 
außenwirtschaftlichen Ungleichgewichte, bei denen es in den vorangegangenen Jahren in 
den meisten Staaten bereits zu erheblichen Anpassungen gekommen war, geht aus dem 
Scoreboard hervor, dass sich die Leistungsbilanzsalden (Dreijahresdurchschnitt der 
Leistungsbilanzsalden in Relation zum BIP) im Jahr 2013 in Bulgarien und Kroatien (wo 
es zu Leistungsbilanzüberschüssen kam), aber auch in der Tschechischen Republik, 
Litauen, Polen und Rumänien weiter verbessert haben. In Schweden und Ungarn wurden 
in den letzten Jahren anhaltende Leistungsbilanzüberschüsse verzeichnet, die über dem 
indikativen Schwellenwert von 6 % des BIP lagen. 
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Ende Juni wird der Rat auf Grundlage der von der Kommission am 2. Juni veröffentliehten 
Empfehlungen die Folgemaßnahmen der vertieften Überprüfungen empfehlen und insbesondere 
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Monitoring“ erforderlieh. Bulgarien, Ungarn und Sehweden dürften weiterhin unter die 
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Tabelle 2 Scoreboard für die Überwachung makroökonomischer Ungleichgewichte 



Außenwirtschaftliche Ungleichgewichte/ 


Binnenwirtschaftliche Ungleichgewichte 




Indikatoren der Wetthewerhsfähigkeit 









Lei- 

Netto- 

Realer 

Anteil an 
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Aus- 
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nale 

preise, 

vergahe 
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hindlich- 

licher 

losen- 



hilanz- 

landsver- 

Wechsel- 

weiten 

Lohn- 

mit 

an den 

Privatsek- 

keiten 

Schulden- 

quote’^ 



saldo^^ 

mögens- 

kurs, mit 

Aus- 

stück- 

Verhrau- 

Privat- 

tors^^ 
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stand^^ 





status^^ 

HVPI 

fuhren'*^ 

kosten®^ 

cher- 

sektor^^ 


Finanz- 







deflatio- 



preis- 



sektors®^ 







nierU> 



index 













deflatio- 













nierU^ 






Bulgarien 

2011 

-3,4 

-85,9 

1,9 

16,6 

21,3 

-9,7 

1,8 

133 

4,9 

16 

9,5 


2012 

-0,7 

-78,2 

-4,0 

4,7 

12,7 

-6,9 

2,5 

131 

10,1 

18 

11,3 


2013 

0,4 

-76,2 


5,7 

12,7 

-0,3 




19 

12,2 

Tschechische 

2011 

-3,0 

-47,5 

-0,6 

6,5 

2,3 

-0,5 

2,7 

72 

4,4 

41 

6,9 

Republik 

2012 

-2,6 

-48,8 

0,4 

-3,3 

3,4 

-3,9 

0,6 

72 

5,4 

46 

7,0 


2013 

-1,8 

-45,6 


-7,4 

3,7 





46 

6,9 

Kroatien 

2011 

-2,2 

-92,0 

-4,5 

-18,3 

5,1 

-5,9 

-0,1 

135 

2,0 

52 

11,5 


2012 

-0,5 

-89,5 

-8,3 

-24,9 

-0,3 

-2,4 

-2,1 

133 

0,8 

56 

13,8 


2013 

0,1 

-88,4 


-27,3 

2,8 

-18,1 




67 

15,6 

Litauen 

2011 

0,0 

-52,3 

1,7 

24,5 

-7,7 

2,3 

-0,7 

66 

8,9 

38 

15,7 


2012 

-1,3 

-52,8 

-6,7 

28,9 

-4,6 

-3,2 

-0,3 

62 

-0,3 

40 

15,5 


2013 

-0,8 

-45,7 


20,8 

6,6 

0,1 




39 

13,5 

Ungarn 

2011 

0,1 

-107,4 

-4,2 

-3,9 

4,6 

-7,4 

7,5 

148 

-2,7 

82 

10,7 


2012 

0,5 

-103,2 

-1,2 

-17,9 

4,2 

-9,2 

-6,0 

131 

-8,2 

80 

11,0 


2013 

1,4 

-93,0 


-14,9 

9,1 


-3,9 

121 

3,5 

79 

10,7 

Polen 

2011 

-4,7 

-64,0 

-11,6 

12,2 

4,9 

-5,4 

7,1 

76 

4,3 

56 

9,1 


2012 

-4,6 

-66,5 

1,3 

1,1 

4,1 

-5,9 

3,4 

75 

9,6 

56 

9,8 


2013 

-3,3 

-68,6 


-0,4 


-4,2 




57 

10,0 

Rumänien 

2011 

-4,3 

-65,4 

-3,3 

22,8 

6,6 

-17,7 

2,3 

74 

4,4 

35 

7,2 


2012 

-4,4 

-67,5 

-1,9 

5,7 

-5,2 

-10,0 

0,9 

73 

5,3 

38 

7,2 


2013 

-3,3 

-62,3 


10,5 

-0,5 

-4,5 




38 

7,2 

Schweden 

2011 

6,2 

-11,1 

2,9 

-13,3 

2,2 

0,6 

5,7 

211 

3,3 

39 

8,2 


2012 

6,1 

-12,1 

10,1 

-18,7 

0,7 

-0,2 

1,3 

210 

4,6 

38 

8,1 


2013 

6,1 

-5,0 


-17,4 

3,7 

4,7 

2,9 

209 

8,3 

41 

7,9 

Schwellenwert 

-4,0 %/+6,0 % 

-35,0 % 

±11,0% 

-6,0 % ±12,0 % 

±6,0 % ±14,0 % 

±133 % 

±16,5 % 

±60 % ±10,0 % 


Quellen: Europäische Kommission (Eurostat, Generaldirektion Wirtschaft und Finanzen) und EZB. 

Anmerkung: Die Tabelle enthält die zum 15. Mai 2014, also zum Redaktionsschluss dieses Berichts, vorliegenden Daten und weicht daher 
vom Scoreboard ab, das im Warnmechanismus-Bericht vom November 2013 veröffentlicht wurde. 

1) Dreijahresdurchschnitt in % des BIP. 

2) In % des BIP. 

3) Prozentuale Veränderung in einem Dreijahreszeitraum gegenüber 41 anderen Industrieländern. Ein positiver Wert zeigt einen 
Wettbewerbsverlust an. 

4) Prozentuale Veränderung in einem Fünljahreszeitraum. 

5) Prozentuale Veränderung in einem Dreijahreszeitraum. 

6) Veränderung gegen Vorjahr in %. 

7) Dreijahresdurchschnitt. 


Beim Netto-Auslandsvermögensstatus in Relation zum BIP wurden in allen hier 
untersuchten Ländern außer Schweden weiterhin hohe negative Werte jenseits des 
indikativen Schwellenwerts von -35 % des BIP verbucht. Im Jahr 2013 waren diese 
negativen Werte in Bulgarien, Kroatien und Ungarn trotz der jüngsten Verbesserungen mit 
über -75 % des BIP sehr hoch, während sie in Polen und Rumänien bei über -60 % des 
BIP lagen. Sie spiegeln frühere Leistungsbilanzdefizite, hohe Direktinvestitionen in der 
jeweiligen Volkswirtschaft sowie eine größere Volatilität der übrigen Anlagen 
(insbesondere der Kredite und Einlagen), die sich überwiegend vor der globalen Finanz- 
und Wirtschaftskrise aufgebaut hatten, wider. 
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Was die preisliche und kostenmäßige Wettbewerbsfähigkeit anbelangt, so hat die globale 
Krise in mehreren hier betrachteten Ländern den Trend einer allgemein abnehmenden 
Wettbewerbsfähigkeit zum Stillstand gebracht. Von 2009 bis 2012 gingen die realen 
effektiven Wechselkurse in Bulgarien, Kroatien, Litauen, Ungarn und Rumänien 
unterschiedlich stark zurück. Die Tschechische Republik, Polen und Schweden 
verzeichneten indes einen Anstieg ihrer realen effektiven Wechselkurse. Die über drei 
Jahre kumulierte Wachstumsrate der Lohnstückkosten, die in den Jahren vor Ausbruch der 
Krise in allen geprüften Ländern (außer der Tschechischen Republik) ein sehr hohes 
Niveau aufgewiesen hatte, war nach wie vor kräftig und stieg 2013 in den meisten 
Ländern sogar weiter an (die wichtigste Ausnahme war hier Rumänien). In Bulgarien 
blieb das Wachstum der Lohnstückkosten 2013 stabil und lag über dem indikativen 
Schwellenwert des Scoreboard von 12%. Im Fün^ahreszeitraum bis 2013 erhöhte sich 
Litauens Anteil an den weltweiten Ausfuhren wertmäßig erheblich, während die 
entsprechenden Anteile von Bulgarien und Rumänien etwas weniger stark Zunahmen. In 
den übrigen im vorliegenden Bericht untersuchten Ländern gingen die Exportmarktanteile 
zurück, wobei der Rückgang in der Tschechischen Republik, Kroatien, Ungarn und 
Schweden mit 7,4 %, 27,3 %, 14,9 % bzw. 17,4 % über dem indikativen Schwellenwert 
von 6 % lag. 

Im Hinblick auf die Scoreboard-Indikatoren möglicher binnenwirtschaftlicher 
Ungleichgewichte ist festzustellen, dass eine relativ lang anhaltende Phase des 
Kreditwachstums im Vorfeld der internationalen Finanz- und Wirtschaftskrise zur Folge 
hatte, dass die Wirtschaftsakteure hohe Schuldenstände aufbauten; eine wesentliche 
Ausnahme hierbei bildete der Finanzsektor. Eine hohe Verschuldung - insbesondere im 
privaten Sektor - stellt für mehrere geprüfte Länder eine erhebliche Anfälligkeit dar. In 
Schweden lag die Verschuldung des privaten Sektors im Jahr 2013 über dem indikativen 
Schwellenwert von 133 % des BIP; in Kroatien belief sie sich 2012 auf diesen 
Schwellenwert. Auch die öffentlichen Schuldenquoten zogen in mehreren Ländern nach 
der globalen Finanz- und Wirtschaftskrise an, wenngleich dies von einem relativ niedrigen 
Niveau aus geschah. Eine hohe Inlandsverschuldung, vor allem in Verbindung mit einer 
recht hohen Auslandsverschuldung, macht Volkswirtschaften anfällig für aus 
Finanzmarktspannungen resultierende Ansteckungseffekte. Aufgrund möglicher negativer 
Auswirkungen auf die Finanzierung und wegen des erforderlichen Deleveraging schwächt 
eine hohe Verschuldung auch ein nachhaltiges Produktionswachstum. Darüber hinaus 
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birgt die weite Verbreitung von Fremdwährungsdarlehen in mehreren untersuchten 
Ländern ein gesamtwirtschaftliches und finanzielles Risiko, da nicht abgesicherte 
Kreditnehmer einem Wechselkursrisiko ausgesetzt sind. Hohe Risiken aufgrund von 
Währungsinkongruenzen liegen in Kroatien, Ungarn, Polen und Rumänien vor und 
betreffen in erster Linie private Haushalte (in Kroatien und Ungarn auch den öffentlichen 
Sektor). In Bulgarien und Litauen, wo der Anteil der Fremdwährungskredite am gesamten 
Kreditportfolio der Banken sogar noch größer ist, lauten diese Darlehen zum Großteil auf 
Euro, und die Zentralbanken haben sich auf eine enge einseitige Bindung an den Euro im 
Rahmen einer Currency-Board-Regelung festgelegt. 

In allen untersuchten Ländern ist bei den Wohnimmobilienpreisen eine - stellenweise 
erhebliche- Abwärtskorrektur des hohen Vorkrisenniveaus zu beobachten. In einigen 
Ländern bleibt das Risiko einer weiteren Anpassung der Preise für Wohnimmobilien 
bestehen. 

Am Arbeitsmarkt hat sich der Anpassungsprozess in einer relativ hohen Arbeitslosigkeit 
niedergeschlagen, die 2013 mit 12,2% in Bulgarien, 15,6% in Kroatien, 13,5% in 
Litauen, 10,7 % in Ungarn und 10,0 % in Polen den indikativen Schwellenwert von 10 % 
(Dreijahresdurchschnitt) erreichte oder darüber lag. Eine anhaltend hohe Arbeitslosigkeit, 
die bislang generell mit einer zunehmenden Diskrepanz zwischen dem 
Qualifikationsangebot und der Qualifikationsnachfrage bzw. einer Verstärkung 
geografischer Inkongruenzen einhergegangen ist, stellt nach wie vor eine zentrale 
Schwachstelle in vielen Ländern dar und birgt auch vor dem Hintergrund negativer 
demografischer Entwicklungen ein Risiko für die Konvergenz der realen Einkommen. 

Die Hinweise, die eine mechanistische Betrachtung des Scoreboard liefert, sollten nicht 
als eindeutiger Beleg für die Existenz von Ungleichgewichten gewertet werden. So 
könnten bei einer mechanistischen Betrachtung Ungleichgewichte und Anfälligkeiten der 
jüngeren Zeit unbemerkt bleiben, da Durchschnittswerte über drei oder fünf Jahre stark 
von den drastischen, auf die Krise folgenden Anpassungen beeinflusst werden, die 
möglicherweise nicht nachhaltig sind. Nicht zuletzt aus diesem Grund müssen zusätzliche 
Faktoren im Rahmen der eingehenden Überprüfungen berücksichtigt werden, etwa die 
Entwicklung der Indikatoren im Zeitverlauf sowie aktuelle Veränderungen und 
Aussichten. 


Konvergenzbericht 
Juni 2014 


EZB 




Deutscher Bundestag - 18. Wahlperiode 


-261 - 


Drucksache 18/1730 


Eine weitere wichtige Variable, die ergänzend als relevanter Faktor für die 
Dauerhaftigkeit der wirtschaftlichen Integration und Konvergenz untersucht werden muss, 
ist die Solidität des institutioneilen Umfelds (auch im Bereich der Statistik). In einigen der 
hier geprüften mittel- und osteuropäischen Länder würde die Beseitigung bestehender 
Rigiditäten und Hindernisse, die einer effizienten Nutzung und Allokation von 
Produktionsfaktoren im Wege stehen, dazu beitragen, das wirtschaftliche Potenzial zu 
steigern. Diese sind auf Schwächen der wirtschaftlichen Rahmenbedingungen, die relativ 
geringe Qualität der Institutionen, eine unzureichende wirtschafts- und finanzpolitische 
Steuerung und Korruption zurückzuführen. Durch die Hemmung des Potenzialwachstums 
kann das institutionelle Umfeld auch die Schuldendienstfähigkeit eines Landes 
beeinträchtigen und wirtschaftliche Anpassungen erschweren. Ebenso kann es die 
Fähigkeit eines Landes zur Umsetzung notwendiger politischer Maßnahmen beeinflussen. 

Abbildung 1 zeigt die aktuelle Rangfolge der 28 EU-Mitgliedstaaten auf Basis von 
Berichten verschiedener internationaler Organisationen: der Worldwide Governance 
Indicators, des Global Competitiveness Index (World Economic Forum), des Corruption 
Perception Index (Transparency International) und des Berichts „Doing Business 2014“ 
(Weltbank und International Finance Corporation). Diese Indikatoren liefern überwiegend 
qualitative Angaben und beruhen in einigen Fällen auf Einschätzungen statt auf 
tatsächlichen Fakten. Zusammengenommen bilden sie jedoch ein Extrakt einer breiten 
Palette hoch relevanter Informationen zur Qualität des institutioneilen Umfelds. In 
Abbildung 2 wird auf der Grundlage von Berechnungen der EZB die durchschnittliche 
Rangfolge der Länder in den Jahren 2013 und 2008 ausgewiesen. 

Aus der Abbildung geht hervor, dass mit Ausnahme Schwedens, das den zweiten Rang 
unter den EU-Mitgliedstaaten einnimmt, die Qualität der Institutionen und der wirtschafts- 
und finanzpolitischen Steuerung- trotz deutlicher Unterschiede - im Durchschnitt als 
relativ schwach bewertet wird, wenn man sie mit der Situation in den meisten Ländern des 
Euroraums vergleicht. Von den hier untersuchten Ländern belegen im Jahr 2013 Litauen 
und Polen nach Schweden den 14. bzw. 16. Rang aller EU-Mitgliedstaaten. Bulgarien, 
Kroatien und Rumänien - an 25., 26. bzw. 27. Stelle - befinden sich fast am Ende der 
Rangfolge. Ferner wird aus Abbildung 2 ersichtlich, dass es in den letzten fünf Jahren in 
den untersuchten Ländern (außer in Litauen, Polen und in geringerem Maße in Bulgarien) 
zu keinen nennenswerten Verbesserungen im Vergleich zur Entwicklung in anderen 
Mitgliedstaaten gekommen ist. 


74 


EZB 

Konvergenzbericht 
Juni 2014 



Drucksache 18/1730 


-262- 


Deutscher Bundestag - 18. Wahlperiode 


Abbildung I Rangfolge der EU-Mitgliedstaaten 


Worldwide Govemance Indicators (2013) 

HM Corruption Perceptions Index 2013 (Transparency International) 

The Global Competitiveness Report 2013-2014 (World Economic Forum) 
wmmm Doing Business 2014 (Weltbank und International Finance Corporation) 
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Quellen: Worldwide Govemance Indicators 2013, The Global Competitiveness Report 2013-2014 (World Economic Fomm), Cormption 
Perceptions Index 2013 (Transparency International) und Doing Business 2014 (Weltbank und International Finance Corporation). 
Anmerkung: Die Fänder sind von Position 1 (bestes Ergebnis) bis Position 28 (schlechtestes Ergebnis) entsprechend ihrer 
durchschnittlichen Position in der Rangfolge 2013 angeordnet. Im Bericht „Doing Business“ ist Malta erst ab 2013 und Zypern ab 
2010 enthalten. 


Abbildung 2 Bandbreite der Positionen der EU-Mitgliedstaaten 


• Durchschnittliche Position (2008) 

♦ Durchschnittliche Position (20 13) 
Bandbreite der Positionen (20 13) 



FI SE DK NF DE UK IE AT BE LU EE FR PT LT CY PL ES SI LV MT CZ HU SK IT BG HR RO GR 

Quellen: Worldwide Govemance Indicators 2013 und 2008, The Global Competitiveness Report 2013-2014 und 2008-2009 (World 
Economic Fomm), Cormption Perceptions Index 2013 und 2008 (Transparency International) und Doing Business 2014 und 2009 
(Weltbank und International Finance Corporation). 

Anmerkung: Die Länder sind von Position 1 (bestes Ergebnis) bis Position 28 (schlechtestes Ergebnis) entsprechend ihrer 
durchschnittlichen Position in der Rangfolge 2013 angeordnet. Im Bericht „Doing Business“ ist Malta erst ab 2013 und Zypern ab 2010 
enthalten. 


Dieses Gesamtbild bestätigt sich weitgehend bei genauerer Untersuchung spezifischer 
institutioneller Indikatoren (siehe Abbildung 1). Wenngleich die Position der Länder 
innerhalb der Rangfolge je nachdem, anhand welcher Quelle die Qualität der 
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wirtschaftlichen Rahmenbedingungen und des institutioneilen Umfelds beurteilt wird, 
variiert, bleibt in den meisten geprüften Ländern ohne jeden Zweifel erheblicher 
Verbesserungsspielraum auf diesem Gebiet. So werden die wirtschaftlichen 
Rahmenbedingungen beispielsweise in Litauen, das im Bericht „Doing Business 2013“ 
auf dem sechsten Platz aller EU-Länder lag, als besonders günstig angesehen. Die 
insgesamt vergleichsweise schwache Leistung Litauens in Bezug auf die wirtschafts- und 
finanzpolitische Steuerung (Rang 21 in den Worldwide Govemance Indicators) lässt 
jedoch einen stärkeren institutioneilen Rahmen wünschenswert erscheinen. 

Durch eine Verbesserung der lokalen Institutionen, der wirtschafts- und finanzpolitischen 
Steuerung und der wirtschaftlichen Rahmenbedingungen sowie weitere Fortschritte bei 
der Privatisierung staatlicher Unternehmen und verstärkte Bemühungen um einen 
effizienteren Einsatz von EU-Mitteln ließe sich das Produktivitätswachstum 
beschleunigen, da unter anderem der Wettbewerb in wichtigen regulierten Sektoren (z. B. 
Energie, Transport) zunähme, Zugangsbeschränkungen verringert und dringend benötigte 
private Investitionen angeregt würden. 

Institutioneile Merkmale im Zusammenhang mit der Qualität der Statistiken sind für einen 
reibungslosen Konvergenzprozess ebenfalls von Bedeutung. Dies bezieht sich unter 
anderem auf die Spezifizierung der rechtlichen Unabhängigkeit der nationalen 
Statistikämter, deren Aufsicht in Verwaltungsangelegenheiten, ihre Haushaltsautonomie, 
ihren gesetzlich verankerten Auftrag zur Datenerhebung sowie die Rechtsvorschriften im 
Hinblick auf die statistische Geheimhaltung. Diese Aspekte werden in Kapitel 5 
Abschnitt 9 der englischen Gesamtfassung des Konvergenzberichts näher ausgeführt. 
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4 ZUSAMMENFASSUNG DER 
LÄNDERPRÜFUNG 

4.1 BULGARIEN 

Im Referenzzeitraum von Mai 2013 bis April 2014 betrug der Zwölfmonatsdurchschnitt 
der am HVPI gemessenen Inflationsrate in Bulgarien -0,8 % und lag somit deutlich 
unterhalb des Referenzwerts für das Preisstabilitätskriterium von 1,7 %. 

Über einen längeren Zeitraum hinweg betrachtet war der Anstieg der Verbraucherpreise in 
Bulgarien volatil und bewegte sich in den vergangenen zehn Jahren zwischen 0,4 % und 
12,0 % pro Jahr. Der von 2004 bis 2008 erfolgte Teuerungsschub spiegelte Anpassungen 
der administrierten Preise, die Angleichung der Verbrauchsteuem an das EU-Niveau, eine 
Reihe angebotsseitiger Schocks und einen steigenden Nachfragedruck wider. Der 
drastische Rückgang im Jahr 2009 war teilweise auf niedrigere Rohstoffpreise und den 
Konjunktureinbruch zurückzufähren. In den beiden Folgejahren erhöhte sich die Teuerung 
schrittweise wieder, und zwar auf 3,0 % bzw. 3,4 %, was vor allem durch höhere 
Rohstoffpreise und Anhebungen der Verbrauchsteuer auf Tabakwaren bedingt war. 
Anschließend führte das Nachlassen des von den Rohstoffpreisen ausgehenden 
Preisdrucks im Zusammenwirken mit einer schwachen Binnen- und Auslandsnachfrage zu 
einem allmählichen Inflationsrückgang. Neben der niedrigen zugrunde liegenden Inflation 
trugen auch die deutliche Absenkung der administrierten Preise weiter zum historisch 
niedrigen Niveau der Teuerung im Jahr 2013 bei. Verglichen mit ihrem Höchststand von 
12,6 % im Jahr 2008 ging die Wachstumsrate der nominalen Lohnstückkosten 2011 auf 
2,5 % zurück, beschleunigte sich dann aber wieder und lag 2013 bei 5,2 %. Betrachtet 
man die jüngste Entwicklung, so ist die jährliche am HVPI gemessene Inflationsrate 
einem Abwärtstrend gefolgt und sank von 1,0 % im Mai 2013 auf einen Tiefstand von - 

2.1 % im Februar 2014; anschließend erholte sie sich leicht und betrug im April -1,3 %. 
Maßgeblich für diese Entwicklung waren zum Teil der bei den Weltmarktpreisen für 
Nahrungsmittel und Energieerzeugnisse festgestellte Abwärtstrend sowie - in geringerem 
Ausmaß- ein Anstieg des effektiven Wechselkurses. Auch von außergewöhnlichen 
binnenwirtschaftlichen Faktoren wie niedrigeren administrierten Strompreisen für private 
Haushalte, Senkungen weiterer administrierter Preise, nachlassenden Preisen für 
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Verkehrs- und Gesundheitsleistungen sowie einer guten Ernte (die zu einer Verringerung 
der Nahrungsmittelpreise beitrug) ging ein erheblicher inflationsmindemder Effekt aus. 

Nach den zuletzt verfügbaren Prognosen der wichtigen internationalen Institutionen wird 
die Teuerungsrate ausgehend von ihrem derzeitigen deutlich negativen Stand im Zeitraum 
2014-2015 schrittweise ansteigen und 2014 bei -0,8 % bis 0,9 % und im Jahr darauf bei 
0,9 % bis 2,3 % liegen. Die Risiken für die Inflationsaussichten scheinen auf kurze bis 
mittlere Sicht weitgehend ausgewogen zu sein. Abwärtsrisiken ergeben sich aus einer 
schwächer als erwartet ausfallenden Binnennachfrage und dem außenwirtschaftlichen 
Umfeld. Allerdings könnte aus der Entwicklung der internationalen Rohstoffpreise und 
einer Einstellung oder Umkehrung der kürzlich vorgenommenen Reduzierung der 
administrierten Preise ein Aufwärtsrisiko erwachsen. Mittelfristig wird es aufgrund des im 
Rahmen der bestehenden Currency-Board-Regelung begrenzten geldpolitischen 
Handlungsspielraums eine Herausforderung sein, in Bulgarien nachhaltig niedrige 
Teuerungsraten aufrechtzuerhalten. Der Aufholprozess dürfte die Inflation auf mittlere 
Sicht beeinflussen, da das Pro-Kopf-BIP und das Preisniveau in Bulgarien nach wie vor 
deutlich niedriger sind als im Euroraum. Es lässt sich jedoch schwer mit Genauigkeit 
abschätzen, in welchem Umfang sich der Aufholprozess auf die Preisentwicklung 
auswirken wird. Sobald die wirtschaftliche Erholung an Stärke gewinnt und die 
Konvergenz der Einkommen voranschreitet, dürfte sich die Preisniveaukonvergenz 
fortsetzen. Dies wiederum schlüge sich aufgrund des festen nominalen Wechselkurses in 
höheren inländischen Inflationsraten nieder. Vor dem Hintergrund des 
gesamtwirtschaftlichen Konvergenzprozesses ist nicht völlig auszuschließen, dass erneut 
ein erheblicher Nachfragedruck auftreten kann, obschon diese Gefahr in der nahen 
Zukunft durch den andauernden Schuldenabbau verringert wird. Angesichts der Currency- 
Board-Regelung und der begrenzten Wirkung alternativer antizyklischer Instrumente 
könnte es sich als schwierig erweisen, die Entstehung neuer gesamtwirtschaftlicher 
Ungleichgewichte, darunter hohe Inflationsraten, zu verhindern. 

Insgesamt ist festzustellen, dass der Zwölfmonatsdurchschnitt der am HVPI gemessenen 
Inflationsrate in Bulgarien derzeit zwar deutlich unterhalb des Referenzwerts liegt, aber 
Bedenken hinsichtlich der Nachhaltigkeit der Inflationskonvergenz bestehen. 

Derzeit liegt kein Beschluss des Rates vor, wonach in Bulgarien ein übermäßiges Defizit 
besteht. Im Referenzjahr 2013 belief sich das Haushaltsdefizit auf 1,5 % des BIP und 
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damit auf einen Stand deutlich unterhalb des Referenzwerts von 3 % des BIP. Die 
öffentliche Schuldenquote betrug 18,9 % und lag somit deutlich unter dem Referenzwert 
von 60 %. Für 2014 werden von der Europäischen Kommission ein Anstieg der 
Defizitquote auf 1,9 % und eine Erhöhung der Schuldenquote auf 23,1 % prognostiziert. 
In Bezug auf sonstige finanzpolitische Faktoren ist festzustellen, dass die Defizitquote im 
Jahr 2013 das Verhältnis der öffentlichen Investitionsausgaben zum BIP nicht überschritt. 
Bulgarien muss insbesondere sicherstellen, dass hinreichende Fortschritte zur Erreichung 
des mittelfristigen Haushaltsziels (strukturelles Defizit von 1,0% des BIP) gemacht 
werden, und danach einen soliden finanzpolitischen Kurs fortführen. Ferner gilt es, die in 
Kapitel 5 der englischen Gesamtfassung beschriebenen finanzpolitischen 
Herausforderungen anzugehen. 

Der bulgarische Lew nahm im zweijährigen Beobachtungszeitraum nicht am WKM II teil, 
war aber im Rahmen einer im Juli 1997 beschlossenen Currency-Board-Regelung mit 
einem Kurs von 1,95583 Lewa je Euro an die Gemeinschaftswährung gekoppelt. Die 
Differenz der kurzfristigen Zinssätze gegenüber dem Dreimonats-EURIBOR lag im 
Dreimonatsabschnitt bis Ende Juni 2012 auf einem erhöhten Niveau von 
1 ,9 Prozentpunkten; danach ging sie jedoch auf einen relativ niedrigen Stand von 
0,6 Prozentpunkten im Dreimonatszeitraum bis Ende März 2014 zurück. Im 
längerfristigen Vergleich lag der reale Wechselkurs des bulgarischen Lew im April 2014 
sowohl effektiv als auch bilateral gegenüber dem Euro in der Nähe der entsprechenden 
Durchschnittswerte der vergangenen zehn Jahre. Betrachtet man die Entwicklung anderer 
außenwirtschaftlicher Daten, so weitete sich das Defizit in der Leistungsbilanz und bei 
den Vermögensübertragungen zusammengenommen im Zeitraum von 2004 bis 2007 
allmählich aus. Nach einem starken Rückgang der Inlandsnachfrage verringerte sich der 
Passivsaldo im Jahr 2009 deutlich, und ab 201 1 wurde in der Leistungsbilanz und bei den 
Vermögensübertragungen zusammengenommen ein leichter Überschuss verbucht. 
Nachdem sich die Netto- Auslandsposition des Landes rapide von -30,1 % des BIP im Jahr 
2004 auf -101,8% des BIP im Jahr 2009 verschlechtert hatte, verbesserte sie sich im 
Anschluss ebenfalls stetig auf -78,2 % des BIP im Jahr 2012 und auf -76,2 % des BIP im 
darauffolgenden Jahr. Allerdings sind die Netto Verbindlichkeiten Bulgariens gegenüber 
dem Ausland immer noch sehr hoch, wobei der größte Teil der Brutto- 
Auslandsverbindlichkeiten auf die ausländischen Direktinvestitionen entfällt. Daher sind 
zur Stützung der außenwirtschaftlichen Tragfähigkeit und der Wettbewerbsfähigkeit des 
Landes finanz- und strukturpolitische Maßnahmen weiterhin von zentraler Bedeutung. 
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Die langfristigen Zinsen lagen im Referenzzeitraum von Mai 2013 bis April 2014 bei 
durchschnittlich 3,5 % und damit deutlich unterhalb des Referenzwerts für das 
Zinskriterium von 6,2 %. In Bulgarien stabilisierten sich die langfristigen Zinsen in den 
letzten Jahren; am Ende des Referenzzeitraums beliefen sie sich auf 3,4 %. Die Differenz 
des langfristigen Zinssatzes gegenüber dem Eurogebiet engte sich erheblich auf etwa null 
Prozentpunkte zum Jahresende 2012 ein; danach vergrößerte sie sich wieder leicht. Am 
Ende des Referenzzeitraums betrug der Abstand gegenüber dem Durchschnitt des Euro- 
Währungsgebiets lediglich 1 ,0 Prozentpunkte (bzw. 1 ,7 Prozentpunkte gegenüber der 
Rendite von Anleihen des Euroraums mit AAA-Rating). 

Um in Bulgarien ein der nachhaltigen Konvergenz förderliches Umfeld zu schaffen, 
bedarf es unter anderem einer auf die Gewährleistung gesamtwirtschaftlicher Stabilität, 
einschließlich dauerhafter Preisstabilität, ausgerichteten Wirtschaftspolitik. Was 
makroökonomische Ungleichgewichte anbelangt, so unterzog die Europäische 
Kommission das Land im Nachgang zu ihrem Wammechanismus-Bericht 2014 einer 
vertieften Überprüfung und gelangte zu dem Schluss, dass in Bulgarien „weiterhin 
makroökonomische Ungleichgewichte“ bestehen, „die ein Monitoring und politische 
Maßnahmen erfordern“. Angesichts des durch die Currency-Board-Regelung begrenzten 
geldpolitischen Handlungsspielraums sind auch andere Politikbereiche gefordert, die 
Volkswirtschaft mit den notwendigen Mitteln auszustatten, um länderspezifische Schocks 
bewältigen und so ein Wiederauftreten gesamtwirtschaftlicher Ungleichgewichte 
verhindern zu können. Ferner muss sich Bulgarien umfangreichen wirtschaftspolitischen 
Herausforderungen stellen, die in Kapitel 5 der englischen Gesamtfassung näher dargelegt 
sind. 

Das bulgarische Recht erfüllt nicht alle Anforderungen an die Unabhängigkeit der 
Zentralbank, das Verbot der monetären Finanzierung und die rechtliche Integration der 
Zentralbank in das Eurosystem. Als EU-Mitgliedstaat, für den eine Ausnahmeregelung 
gilt, muss Bulgarien alle nach Artikel 131 AEUV erforderlichen Anpassungen vornehmen. 
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4.2 TSCHECHISCHE REPUBLIK 

Im Referenzzeitraum von Mai 2013 bis April 2014 betrug der Zwölfmonatsdurchschnitt 
der am HVPI gemessenen Inflationsrate in der Tschechischen Republik 0,9 % und lag 
somit deutlich unterhalb des Referenzwerts für das Preisstabilitätskriterium von 1,7 %. 

Über einen längeren Zeitraum hinweg betrachtet schwankte der jährliche Anstieg der 
Verbraucherpreise in der Tschechischen Republik von 2004 bis 2007 zwischen 1,6 % und 
3 %. Die Teuerung, die 2008 einen Höhepunkt erreicht hatte, verringerte sich im Zuge der 
Finanzkrise deutlich, erhöhte sich ab Ende 2009 wieder schrittweise, sank 2013 jedoch 
erneut und liegt nun bei 1,4%. Die Inflationsentwicklung der vergangenen zehn Jahre 
sollte vor dem Hintergrund eines nachhaltigen Wirtschaftswachstums betrachtet werden, 
das nur 2008-2009 und 2012-2013 unterbrochen wurde. Im Beobachtungszeitraum blieb 
das Wachstum des Arbeitnehmerentgelts je Arbeitnehmer meist über dem Zuwachs der 
Arbeitsproduktivität. Der Anstieg der Lohnstückkosten verlangsamte sich und lag im 
Gefolge der Krise zeitweilig im negativen Bereich, bevor er sich 2012 wieder 
beschleunigte. Im Jahr 2013 lag er leicht unter null, was auf einen beträchtlichen 
Rückgang beim Arbeitnehmerentgelt je Arbeitnehmer zurückzuführen war. Der fast im 
gesamten Zeitraum von 2005 bis 2010 zu beobachtende Rückgang der Importpreise und 
das Anziehen dieser Preise ab 2011 waren hauptsächlich durch die Aufwertung und 
anschließende Abwertung der Krone bedingt, die durch einen Rohstoffpreis schub am 
Weltmarkt in der Zeit von 2011 bis 2012 noch verstärkt wurden. Aufgrund des niedrigeren 
Wechselkurses der Krone beschleunigte sich Ende 2013 der Anstieg der Importpreise. Die 
Abwertung der Landeswährung folgte auf die im November 2013 durchgefährte 
Intervention der Ceskä närodni banka, die auf eine Schwächung der heimischen Währung 
abzielte, sowie die Verpflichtung der Zentralbank, eine Aufwertung der Krone gegenüber 
dem Euro über ein bestimmtes Niveau hinaus zu verhindern. Die Entscheidung wurde im 
Rahmen der Maßnahmen zur Gewährleistung von Preisstabilität getroffen. Betrachtet man 
die jüngste Entwicklung, so hat sich die jährliche am HVPI gemessene Inflationsrate 
Anfang 2014 beträchtlich verlangsamt, was darauf zurückzufähren ist, dass der Effekt 
zurückliegender Anhebungen indirekter Steuern langsam nachlässt und die regulierten 
Strompreise drastisch gesenkt wurden. Im April 2014 lag die Teuerungsrate bei 0,2 %. 

Nach den zuletzt verfügbaren Prognosen der wichtigen internationalen Institutionen wird 
die Teuerungsrate im Zeitraum 2014-2015 schrittweise ansteigen und bei 0,1 % bis 1,0 % 
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bzw. 1,8% bis 2,2% liegen. Im laufenden Jahr dürfte den Annahmen zufolge der 
Inflationsdruck durch eine merkliche Senkung der administrierten Preise und sich 
abschwächende Erstrundeneffekte der 2013 vorgenommenen starken Anhebung der 
Mehrwertsteuer eingedämmt werden. Allerdings wird erwartet, dass eine kräftigere 
Binnennachfrage und höhere Preise für Importwaren die Inflation während des 
Prognosezeitraums in Richtung des Zielwerts von 2 % in die Höhe treiben werden. Die 
Risiken für die Inflationsaussichten sind ausgewogen. Aufwärtsrisiken ergeben sich 
daraus, dass es zu unerwartet starken Rohstoffpreiserhöhungen kommen könnte, während 
Abwärtsrisiken vor allem aus einer hinter den Erwartungen zurückbleibenden 
Konjunkturentwicklung erwachsen. Der Aufholprozess dürfte die Inflation bzw. den 
nominalen Wechselkurs in den kommenden Jahren weiterhin beeinflussen, da das Pro- 
Kopf-BIP und das Preisniveau in der Tschechischen Republik nach wie vor niedriger sind 
als im Euroraum. Es lässt sich jedoch schwer mit Genauigkeit abschätzen, in welchem 
Umfang sich der Aufholprozess auswirken wird. 

Derzeit liegt ein Beschluss des Rates vor, wonach in der Tschechischen Republik ein 
übermäßiges Defizit besteht, das bis spätestens 2013 zu korrigieren war. Im Referenzjahr 
2013 belief sich das Haushaltsdefizit auf 1,5% des BIP und damit auf einen Stand 
deutlich unterhalb des Referenzwerts von 3 % des BIP. Die öffentliche Schuldenquote 
betrug 46,0 % und lag somit unter dem Referenzwert von 60 %. Für 2014 werden von der 
Europäischen Kommission ein Anstieg der Defizitquote auf 1,9% und Rückgang der 
Schuldenquote auf 44,4 % prognostiziert. In Bezug auf sonstige finanzpolitische Faktoren 
ist festzustellen, dass die Defizitquote im Jahr 2013 das Verhältnis der öffentlichen 
Investitionsausgaben zum BIP nicht überschritt. Die Tschechische Republik muss 
insbesondere sicherstellen, dass das übermäßige Defizit dauerhaft korrigiert wird, und 
hinreichende Fortschritte zur Erreichung des mittelfristigen Haushaltsziels (strukturelles 
Defizit von 1,0% des BIP) machen; danach muss das Land einen soliden 
finanzpolitischen Kurs beibehalten. Ferner gilt es, die in Kapitel 5 der englischen 
Gesamtfassung beschriebenen finanzpolitischen Herausforderungen anzugehen. 

Die tschechische Krone nahm im zweijährigen Beobachtungszeitraum nicht am WKM II 
teil, sondern wurde zu flexiblen Wechselkursen gehandelt. Im November 2013 kündigte 
die Ceskä närodni banka jedoch Devisenmarktinterventionen an, um eine Abwertung der 
Krone herbeizufähren und somit ein langfristiges Unterschreiten des Inflationsziels zu 
verhindern; zugleich verpflichtete sich die Zentralbank, eine Aufwertung der Krone 
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gegenüber dem Euro über ein bestimmtes Niveau hinaus zu verhindern. Der Wechselkurs 
der tschechischen Krone in Relation zum Euro wies im Durchschnitt eine relativ hohe 
Volatilität auf. Nachdem die Krone bis September 2012 Kursgewinne verbucht hatte, 
schwächte sie sich bis November 2013 allmählich wieder ab. Im Anschluss verlor sie 
weiter an Wert und erreichte einen Stand, welcher der von der Ceskä närodni banka 
festgelegten Untergrenze entsprach. Die Differenz der kurzfristigen Zinssätze gegenüber 
dem Dreimonats-EURIBOR war im Referenzzeitraum insgesamt gering und belief sich im 
Dreimonatszeitraum bis Ende März 2014 auf 0,1 Prozentpunkte. Im längerfristigen 
Vergleich lag der reale Wechselkurs der tschechischen Krone im April 2014 sowohl 
effektiv als auch bilateral gegenüber dem Euro in der Nähe der entsprechenden 
Durchschnittswerte der vergangenen zehn Jahre. Betrachtet man die Entwicklung anderer 
außenwirtschaftlicher Daten, so wurden in der Tschechischen Republik in der 
Leistungsbilanz und bei den Vermögensübertragungen zusammengenommen von 2005 bis 
2007 steigende Defizite verzeichnet; in den Jahren 2008 und 2009 kam es dann aufgrund 
eines starken Einbruchs der Inlandsnachfrage zu Anpassungen. Nach einer Zunahme des 
Passivsaldos im Jahr 2010 verbesserte sich die Außenbilanz auf 0,0 % des BIP im Jahr 
2012; im Folgejahr verbuchte sie einen Aktivsaldo in Höhe von 0,5 % des BIP, da sich der 
Überschuss im Warenhandel ausweitete. Zugleich verschlechterte sich die Netto- 
Auslandsposition des Landes erheblich von -28,2 % des BIP im Jahr 2004 auf -48,8 % des 
BIP im Jahr 2012, entwickelte sich im darauffolgenden Jahr aber positiv und betrug 
-45,6 % des BIP. 

Die langfristigen Zinsen lagen im Referenzzeitraum von Mai 2013 bis April 2014 bei 
durchschnittlich 2,2 % und damit deutlich unterhalb des Referenzwerts für das 
Zinskriterium von 6,2 %. Bei den langfristigen Zinsen in der Tschechischen Republik war 
in den letzten Jahren - ausgehend von ihrem Höchststand von 5,5 % im Juni 2009 - ein 
kräftiger Abwärtstrend zu verzeichnen, wobei die Anleiherenditen zum Teil die volatile 
Entwicklung nachvollzogen, die im Zusammenhang mit der Staatsschuldenkrise im 
Euroraum auch in anderen Ländern zu beobachten war. Die Langfristzinsen lagen am 
Ende des Referenzzeitraums bei 2,0 %. Der Rückgang der langfristigen Zinssätze ab dem 
Jahr 2009 führte vor dem Hintergrund der hohen Langfristzinsen im Euroraum dazu, dass 
sich das entsprechende Zinsdifferential verringerte und deutlich ins Negative kehrte; im 
August 2012 lag es bei -1,5 Prozentpunkten. In der Folgezeit sanken die langfristigen 
Zinsen in der Tschechischen Republik nicht so stark wie jene im Eurogebiet; die 
Zinsdifferenz engte sich daher wieder ein und erreichte am Ende des Referenzzeitraums 
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ein Niveau von rund -0,4 Prozentpunkten (bzw. 0,3 Prozentpunkten gegenüber der 
Rendite von Anleihen des Euroraums mit AAA-Rating). 

Um in der Tschechischen Republik ein der nachhaltigen Konvergenz forderliches Umfeld 
zu schaffen, bedarf es unter anderem der Gewährleistung einer mittelfristig auf 
Preisstabilität ausgerichteten Geldpolitik. Was makroökonomische Ungleichgewichte 
anbelangt, so wählte die Europäische Kommission in ihrem Wammechanismus- 
Bericht 2014 das Land nicht für eine eingehende Überprüfung aus. Dennoch muss sich die 
Tschechische Republik umfangreichen wirtschaftspolitischen Herausforderungen stellen, 
die in Kapitel 5 der englischen Gesamtfassung näher dargelegt sind. 

Das tschechische Recht erfüllt nicht alle Anforderungen an die Unabhängigkeit der 
Zentralbank, die Geheimhaltung, das Verbot der monetären Finanzierung und die 
rechtliche Integration der Zentralbank in das Eurosystem. Als EU-Mitgliedstaat, für den 
eine Ausnahmeregelung gilt, muss die Tschechische Republik alle nach 
Artikel 131 AEUV erforderlichen Anpassungen vornehmen. 
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4.3 KROATIEN^ 


Im Referenzzeitraum von Mai 2013 bis April 2014 betrug der Zwölfmonatsdurchschnitt 
der am HVPI gemessenen Inflationsrate in Kroatien 1,1 % und lag somit deutlich 
unterhalb des Referenzwerts für das Preisstabilitätskriterium von 1,7 %. 

Über einen längeren Zeitraum hinweg betrachtet schwankte der Anstieg der 
Verbraucherpreise in Kroatien in den zurückliegenden zehn Jahren im Durchschnitt 
zwischen 1,1 % und 5,8 % pro Jahr. Die Teuerung, die sich in der Zeit von 2004 bis 2007 
bei rund 2 % bis 3 % bewegt hatte, kletterte 2008 auf über 5 %, bevor sie anschließend 
wieder auf einen moderateren Stand sank. Getrieben vom kräftigen Kreditwachstum baute 
sich von 2004 bis 2008 ein binnenwirtschaftlicher Nachfragedruck auf Zugleich wurde 
die Wettbewerbsfähigkeit durch das robuste Lohnwachstum unterhöhlt. Diese 
gesamtwirtschaftliche Entwicklung stellte sich als auf Dauer nicht tragfähig heraus, und 
die globale Finanzkrise stürzte die kroatische Wirtschaft 2009 in eine anhaltende 
Rezession. Demzufolge hat sich die am HVPI gemessene Jahresteuerungsrate verlangsamt 
und erreichte 2010 mit 1,1 % einen Tiefstand. Anschließend stieg sie schrittweise wieder 
an und lag 2012 bei 3,4%, was Preissteigerungen bei Nahrungsmitteln und Energie, 
höheren administrierten Preisen sowie der Anhebung der Mehrwertsteuer und der 
Verbrauchsteuem zuzuschreiben war, bevor sie sich 2013 auf 2,3 % verlangsamte, da der 
Effekt dieser Steigerungen nachließ. Betrachtet man die jüngste Entwicklung, so kehrte 
sich die jährliche am HVPI gemessene Inflationsrate Anfang 2014 zeitweilig in den 
niedrigen negativen Bereich und lag im April bei -0,1 %. Maßgeblich für diesen 
beträchtlichen Rückgang sind niedrigere Preise von Nahrungsmitteln und Energie, die 
Senkung der Strompreise vom Oktober 2013 und das Fehlen eines nachfrageseitigen 
Preisdrucks. Insgesamt ist die derzeitige Inflationsentwicklung vor dem Hintergrund 
umfangreicher makroökonomischer Ungleichgewichte und Anfälligkeiten zu sehen. 


Nach den zuletzt verfügbaren Prognosen der wichtigen internationalen Institutionen wird 
die Teuerungsrate ausgehend von ihrem derzeitigen negativen Stand im Zeitraum 2014- 
2015 schrittweise ansteigen und bei 0,5% bis 1,1 % bzw. 1,1 % bis 2,2 % liegen. Die 
Risiken in Bezug auf die Inflationsaussichten für Kroatien sind weitgehend ausgewogen. 
Im Einzelnen ergeben sich Aufwärtsrisiken aus der Entwicklung der Rohstoffpreise und 
der administrierten Preise, während Abwärtsrisiken im Zusammenhang mit der Stärke des 
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Wirtschaftsaufschwungs bestehen. Mittelfristig wird es aufgrund des im Rahmen des 
streng kontrollierten Floating des Wechselkurses begrenzten geldpolitischen 
Handlungsspielraums und der umfangreichen Euroisierung möglicherweise eine 
Herausforderung sein, die Teuerungsraten in Kroatien nachhaltig niedrig zu halten. Der 
Aufholprozess dürfte die Inflation bzw. den nominalen Wechselkurs in den kommenden 
Jahren beeinflussen, da das Pro-Kopf-BIP und das Preisniveau in Kroatien nach wie vor 
niedriger sind als im Euroraum. Es lässt sich jedoch schwer mit Genauigkeit abschätzen, 
in welchem Umfang sich der Aufholprozess auswirken wird. Sobald die Wirtschaft an 
Fahrt gewinnt und die Konvergenz der Einkommen voranschreitet, dürfte sich die 
Preisniveaukonvergenz fortsetzen. Dies wiederum schlüge sich aufgrund des streng 
kontrollierten Floating des Wechselkurses in höheren inländischen Inflationsraten nieder. 

Insgesamt ist festzustellen, dass der Zwölfmonatsdurchschnitt der am HVPI gemessenen 
Inflationsrate in Kroatien derzeit zwar deutlich unterhalb des Referenzwerts liegt, aber 
Bedenken hinsichtlich der Nachhaltigkeit der Inflationskonvergenz bestehen. 

Es liegt ein Beschluss des Rates vor, wonach in Kroatien ein übermäßiges Defizit besteht, 
das bis 2016 zu korrigieren ist. Im Referenzjahr 2013 belief sich das Haushaltsdefizit auf 
4,9 % des BIP und damit auf einen Stand deutlich oberhalb des Referenzwerts von 3 % 
des BIP. Die öffentliche Schuldenquote betrug 67,1 % und lag somit über dem 
Referenzwert von 60 %. Für 2014 werden von der Europäischen Kommission ein 
Rückgang der Defizitquote auf 3,8 % und ein Anstieg der Schuldenquote auf 69,0 % 
prognostiziert. In Bezug auf sonstige finanzpolitische Faktoren ist festzustellen, dass die 
Defizitquote im Jahr 2013 das Verhältnis der öffentlichen Investitionsausgaben zum BIP 
überschritt und dies voraussichtlich auch im Jahr 2014 der Fall sein wird. Kroatien muss 
insbesondere sicherstellen, dass 2014 und in den Folgejahren den Vorgaben des 
Defizitverfahrens entsprechend Fortschritte bei der Haushaltskonsolidierung erzielt 
werden, damit das übermäßige Defizit bis zum Ablauf der Frist im Jahr 2016 beseitigt 
wird. Ferner gilt es, die in Kapitel 5 der englischen Gesamtfassung beschriebenen 
finanzpolitischen Herausforderungen anzugehen. 

Die kroatische Kuna nahm im zweijährigen Beobachtungszeitraum nicht am WKM II teil, 
sondern wurde zu flexiblen Wechselkursen mit einem streng kontrollierten Floating 
gehandelt. Der Wechselkurs der kroatischen Kuna in Relation zum Euro wies im 
Referenzzeitraum eine geringe Volatilität auf Gleichzeitig war die Differenz der 
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kurzfristigen Zinssätze gegenüber dem Dreimonats-EURIBOR im Durchschnitt relativ 
hoch. Im längerfristigen Vergleich lag der reale Wechselkurs der kroatischen Kuna im 
April 2014 sowohl effektiv als auch bilateral gegenüber dem Euro in der Nähe der 
entsprechenden Durchschnittswerte der vergangenen zehn Jahre. Betrachtet man die 
Entwicklung anderer außenwirtschaftlicher Daten, so kam es in Kroatien in der 
Leistungsbilanz und bei den Vermögensübertragungen in den letzten Jahren zu 
erheblichen Anpassungen. Nachdem im Zeitraum von 2004 bis 2008 ein allmählicher 
Anstieg des außenwirtschaftlichen Defizits verzeichnet worden war, verbesserte sich der 
Saldo der Leistungsbilanz und der Vermögensübertragungen zusammengenommen stetig 
und kehrte sich in einen leichten Überschuss von 0,1 % des BIP im Jahr 2012 um; im 
Folgejahr wurde ein noch höherer Aktivsaldo von 1,2% des BIP verbucht. Zugleich 
verschlechterte sich die Netto-Auslandsposition des Landes erheblich von -47,7 % des 
BIP im Jahr 2004 auf -89,5 % des BIP im Jahr 2012 und -88,4 % des BIP im 
darauffolgenden Jahr. Daher sind zur Stützung der außenwirtschaftlichen Tragfähigkeit 
und der Wettbewerbsfähigkeit des Landes fmanz- und strukturpolitische Maßnahmen 
weiterhin von zentraler Bedeutung. 

Die langfristigen Zinsen lagen im Referenzzeitraum von Mai 2013 bis April 2014 bei 
durchschnittlich 4,8 % und damit unterhalb des Referenzwerts für das Zinskriterium von 
6,2 %. Aufgrund von Rating-Herabstufungen zogen die langfristigen Zinssätze während 
des betrachteten Zeitraums an. Am Ende des Referenzzeitraums lagen die Langfristzinsen 
bei 4,4 % und damit 2,0 Prozentpunkte über dem Durchschnitt des Euro- Währungsgebiets 
(bzw. 2,7 Prozentpunkte über der Rendite von Anleihen des Euroraums mit AAA-Rating). 

Um in Kroatien ein der nachhaltigen Konvergenz förderliches Umfeld zu schaffen, bedarf 
es unter anderem einer stabilitätsorientierten Geldpolitik und struktureller Reformen, die 
sich auf alle Bereiche erstrecken. Was makroökonomische Ungleichgewichte anbelangt, 
so unterzog die Europäische Kommission das Land im Nachgang zu ihrem 
Wammechanismus-Bericht 2014 einer vertieften Überprüfung und gelangte zu dem 
Schluss, dass in Kroatien „übermäßige makroökonomische Ungleichgewichte“ bestehen, 
„die ein spezielles Monitoring und entschlossene politische Maßnahmen erfordern“. 
Angesichts der Einschränkung des geldpolitischen Handlungsspielraums durch das streng 
kontrollierte Floating des Wechselkurses und die umfangreiche Euroisierung sind auch 
andere Politikbereiche gefordert, die Volkswirtschaft mit den notwendigen Mitteln 
auszustatten, um länderspezifische Schocks bewältigen und so die Beseitigung 


EZB 



Konvergenzbericht 
Juni 2014 



Deutscher Bundestag - 18. Wahlperiode 


-275- 


Drucksache 18/1730 


makroökonomischer Ungleichgewichte sicherstellen und ihr neuerliches Entstehen 
verhindern zu können. Ferner muss sich Kroatien umfangreichen wirtschaftspolitischen 
Herausforderungen stellen, die in Kapitel 5 der englischen Gesamtfassung näher dargelegt 
sind. 

Das kroatische Recht erfüllt nicht alle Anforderungen an die Unabhängigkeit der 
Zentralbank. Als EU-Mitgliedstaat, für den eine Ausnahmeregelung gilt, muss Kroatien 
alle nach Artikel 131 AEUV erforderlichen Anpassungen vornehmen. 
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4.4 LITAUEN 

Im Referenzzeitraum von Mai 2013 bis April 2014 betrug der Zwölfmonatsdurchschnitt 
der am HVPI gemessenen Inflationsrate in Litauen 0,6 % und lag somit deutlich unterhalb 
des Referenzwerts für das Preisstabilitätskriterium von 1,7 %. 


Über einen längeren Zeitraum hinweg betrachtet war der Anstieg der Verbraucherpreise in 


Litauen volatil; der Zwölfmonatsdurchschnitt bewegte sich in den vergangenen zehn 
Jahren zwischen 1,2% und 11,1 %. Nach dem EU-Beitritt des Landes im Jahr 2004 
erhöhte sich die Inflation gegenüber den zu Beginn des Jahrzehnts verzeichneten 
gemäßigten Raten und stieg von 2007 bis 2008 deutlich an. Der Aufwärtstrend bei der 
Teuerung war zunächst eine Folge höherer Rohstoff- und Importpreise sowie deutlicher 
Anhebungen indirekter Steuersätze. Die weitere Beschleunigung des Preisauftriebs, die 
2007 einsetzte, ist auf eine Kombination von Faktoren zurückzuführen, u. a. auf 
Preissteigerungen bei Energie- und Nahrungsmittelerzeugnissen, einen zunehmend 
angespannten Arbeitsmarkt und eine sehr kräftig wachsende Nachfrage, die eine 
wirtschaftliche Überhitzung und wachsende makroökonomische Ungleichgewichte 
widerspiegelten. Da sich diese gesamtwirtschaftliche Entwicklung als auf Dauer nicht 
tragfähig heraus stellte, kam es 2009 in der litauischen Volkswirtschaft zu einem starken 
Einbruch, von dem sie sich erst in den Folgejahren wieder erholte. Die jährliche 
Inflationsrate, die 2008 mit 11,1 % einen Höhepunkt erreicht hatte, sank in der Folgezeit 
drastisch. Durch diese Korrektur konnte Litauen preisliche Wettbewerbsfähigkeit 
zurückgewinnen. Allerdings vollzog die Teuerung aufgrund weltweit kräftiger 
Preiserhöhungen bei Energie und Nahrungsmitteln von 2011 bis 2012 wieder eine 
Aufwärtsbewegung. Im Jahr 2013 war sie dann rückläufig und lag bei 1,2 %; maßgeblich 
hierfür waren eine günstige Entwicklung der globalen Rohstoffpreise und niedrigere 
Nahrungsmittelpreise. Betrachtet man die jüngste Entwicklung, so blieb die jährliche am 
HVPI gemessene Inflationsrate zu Beginn des laufenden Jahres auf einem niedrigen 
Niveau und lag im April 2014 bei 0,3 %. 

Nach den zuletzt verfügbaren Prognosen der wichtigen internationalen Institutionen wird 
die Teuerungsrate schrittweise ansteigen und 2014 bei 1,0 % bis 1,3 % und im Jahr darauf 
bei 1,8 % bis 2,4 % liegen. Die Risiken für die Teuerung sind aufwärtsgerichtet. Es könnte 
zu unerwartet hohen globalen Preissteigerungen bei Nahrungsmitteln und Energie 
kommen, und die Löhne könnten stärker steigen als erwartet. Allerdings bestehen auch 
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Abwärtsrisiken, die sich aus einem wahrscheinlichen Rückgang der administrierten Preise 
im Zusammenhang mit geplanten Preissenkungen bei Gaseinfuhren ergeben. Von einem 
stärkeren Anstieg der Löhne würde vor allem dann, wenn die Arbeitsproduktivität hinter 
den derzeitigen Erwartungen zurückbliebe, ein Aufwärtsdruck auf die Lohnstückkosten 
ausgehen. Mittelfristig wird es aufgrund des begrenzten geldpolitischen 
Handlungsspielraums eine Herausforderung sein, die Teuerungsraten in Litauen 
nachhaltig niedrig zu halten. Auch der Aufholprozess dürfte die Inflation in den 
kommenden Jahren beeinflussen, da das Pro-Kopf-BIP und das Preisniveau in Litauen 
nach wie vor niedriger sind als im Euroraum. Es lässt sich jedoch schwer mit Genauigkeit 
abschätzen, in welchem Umfang sich der Aufholprozess auf die Preisentwicklung 
auswirken wird. Dennoch dürfte die Einkommens- und Preisniveaukonvergenz anhalten. 
Da keine nominale Wechselkursflexibilität gegeben ist, dürfte sich dies in höheren 
inländischen Inflationsraten niederschlagen. Tatsächlich ist vor dem Hintergrund des 
gesamtwirtschaftlichen Konvergenzprozesses nicht auszuschließen, dass erneut ein 
erheblicher Nachfragedruck auftreten kann, obschon diese Gefahr in der Zukunft durch 
den andauernden Schuldenabbau, die verstärkten Regelungen für die finanzpolitische 
Steuerung und die Makroaufsicht (darunter die Umsetzung der Richtlinien der Lietuvos 
bankas für eine verantwortungsvolle Kreditvergabe) verringert werden dürfte. Angesichts 
der fehlenden nominalen Wechselkursflexibilität und nur begrenzt verfügbarer alternativer 
antizyklischer Instrumente könnte es sich als schwierig erweisen, die Entstehung neuer 
gesamtwirtschaftlicher Ungleichgewichte, darunter hohe Inflationsraten, zu verhindern. 

Insgesamt ist festzustellen, dass der Zwölfmonatsdurchschnitt der am HVPI gemessenen 
Inflationsrate in Litauen zwar deutlich unterhalb des Referenzwerts liegt, aber Bedenken 
hinsichtlich der Nachhaltigkeit der Inflationskonvergenz bestehen. 

Derzeit liegt kein Beschluss des Rates vor, wonach in Litauen ein übermäßiges Defizit 
besteht. Im Referenzjahr 2013 belief sich das Haushaltsdefizit auf 2,1 % des BIP und 
damit auf einen Stand unterhalb des Referenzwerts von 3 % des BIP. Die öffentliche 
Schuldenquote betrug 39,4 % und lag somit deutlich unter dem Referenzwert von 60 %. 
Für 2014 wird von der Europäischen Kommission prognostiziert, dass die Defizitquote bei 
2,1% bleibt und die Schuldenquote auf 41,8% steigt. In Bezug auf sonstige 
finanzpolitische Faktoren ist festzustellen, dass die Defizitquote im Jahr 2013 das 
Verhältnis der öffentlichen Investitionsausgaben zum BIP nicht überschritt. Litauen muss 
insbesondere hinreichende Fortschritte zur Erreichung des mittelfristigen Haushaltsziels 
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(strukturelles Defizit von 1,0% des BIP) sicherstellen und danach einen soliden 
finanzpolitischen Kurs beibehalten. Ferner gilt es, mit der Umsetzung der 
ausgabenseitigen Konsolidierungsstrategie fortzufahren und die in Kapitel 5 der 
englischen Gesamtfassung beschriebenen finanzpolitischen Herausforderungen 
anzugehen. 

Der litauische Litas nimmt seit dem 28. Juni 2004 am WKM II teil. Im zweijährigen 
Beobachtungszeitraum notierte er stabil bei seinem Leitkurs von 3,45280 Litas je Euro. 
Die Differenz der kurzfristigen Zinssätze gegenüber dem Dreimonats-EURIBOR war von 
Beginn des Referenzzeitraums bis zum Dreimonatsabschnitt, der bis Ende Juni 2013 lief, 
im Durchschnitt moderat und lag bei rund 0,5 Prozentpunkten; danach ging sie auf einen 
sehr niedrigen Stand von 0,1 Prozentpunkten im Dreimonatsabschnitt bis Ende März 2014 
zurück. Im längerfristigen Vergleich lag der reale Wechselkurs des litauischen Litas im 
April 2014 sowohl effektiv als auch bilateral gegenüber dem Euro relativ nahe bei den 
entsprechenden Durchschnittswerten der vergangenen zehn Jahre. Betrachtet man die 
Entwicklung anderer außenwirtschaftlicher Daten, so weitete sich das Defizit in der 
Leistungsbilanz und bei den Vermögensübertragungen zusammengenommen im Zeitraum 
von 2004 bis 2008 allmählich aus. Nach einem starken Einbruch der Inlandsnachfrage, der 
niedrigere Einfuhren mit sich brachte, einer Verbesserung der Wettbewerbsfähigkeit und 
einer kräftigen Erholung der Exporte verringerte sich der Passivsaldo erheblich, und die 
Leistungsbilanz und die Vermögensübertragungen zusammengenommen verbuchten 2009 
einen hohen Überschuss; im Jahr 2012 belief er sich auf 2,0 % des BIP und im Folgejahr 
auf 3,7 % des BIP. Zugleich verschlechterte sich die Netto-Auslandsposition des Landes 
von -34,4 % des BIP im Jahr 2004 auf -57,3 % des BIP im Jahr 2009, verbesserte sich 
anschließend jedoch schrittweise auf -52,8 % des BIP im Jahr 2012 und -45,7 % des BIP 
im darauffolgenden Jahr. 

Die langfristigen Zinsen lagen im Referenzzeitraum von Mai 2013 bis April 2014 bei 
durchschnittlich 3,6 % und damit deutlich unterhalb des Referenzwerts für das 
Zinskriterium von 6,2 %. Die internationale Finanzkrise hatte einen stark negativen Effekt 
auf die Kapitalmärkte in Litauen. Die langfristigen Zinssätze zogen 2009 erheblich an und 
verharrten auf einem Stand von 14,5 %; der Handel am Sekundärmarkt kam dabei zum 
Erliegen. Ab dem Jahr 2010 waren wieder in begrenztem Umfang Handelsaktivitäten und 
Neuemissionen zu verzeichnen, und die Langfristzinsen verringerten sich vor dem 
Hintergrund einer stabileren Wirtschaftsentwicklung nahezu ununterbrochen bis zum 
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Ende des Referenzzeitraums auf schließlich 3,3 %. Ab 2010 verkleinerte sich der 
Zinsabstand gegenüber dem Durchschnitt des Euro- Währungsgebiets auf 
0,9 Prozentpunkte (bzw. 1,6 Prozentpunkte gegenüber der Rendite von Anleihen des 
Euroraums mit AAA-Rating) am Ende des Referenzzeitraums. 

Um in Litauen ein der nachhaltigen Konvergenz förderliches Umfeld zu schaffen, bedarf 
es unter anderem der Durchführung einer auf die Gewährleistung dauerhafter 
gesamtwirtschaftlicher Stabilität, einschließlich Preisstabilität, ausgerichteten 
Wirtschaftspolitik. Was makroökonomische Ungleichgewichte anbelangt, so wählte die 
Europäische Kommission in ihrem Wammechanismus-Bericht 2014 das Land nicht für 
eine eingehende Überprüfung aus. Angesichts des durch die fehlende nominale 
Wechselkursflexibilität begrenzten geldpolitischen Handlungsspielraums sind auch andere 
Politikbereiche gefordert, die Volkswirtschaft mit den notwendigen Mitteln auszustatten, 
um länderspezifische Schocks bewältigen und so ein Wiederauftreten 
gesamtwirtschaftlicher Ungleichgewichte verhindern zu können. Ferner muss sich Litauen 
umfangreichen wirtschaftspolitischen Herausforderungen stellen, die in Kapitel 5 der 
englischen Gesamtfassung näher dargelegt sind. 

Das litauische Recht ist mit den Verträgen und der ESZB-Satzung vereinbar. 
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4.5 UNGARN 

Im Referenzzeitraum von Mai 2013 bis April 2014 betrug der Zwölfmonatsdurchschnitt 
der am HVPI gemessenen Inflationsrate in Ungarn 1 ,0 % und lag somit deutlich unterhalb 
des Referenzwerts für das Preisstabilitätskriterium von 1,7 %. 

Über einen längeren Zeitraum hinweg betrachtet bewegte sich der jährliche Anstieg der 
Verbraucherpreise in Ungarn von einigen Ausnahmen abgesehen in den vergangenen zehn 
Jahren um rund 5 %. Allerdings war der Anstieg der Verbraucherpreise in Ungarn infolge 
sukzessiver Rohstoffpreisschocks und häufiger Änderungen der indirekten Steuern und 
administrierten Preise im Beobachtungszeitraum recht volatil. Die bis 2008 starke 
Zunahme des Arbeitnehmerentgelts je Arbeitnehmer trieb die Lohnstückkosten in die 
Höhe, die in den beiden Folgejahren aufgrund der mit der konjunkturellen Abkühlung 
verbundenen Lohnzurückhaltung wieder sanken. Diese Verlangsamung beim Anstieg der 
Lohnstückkosten war jedoch nur vorübergehender Natur, da ein Wachstumsschub beim 
Arbeitnehmerentgelt je Arbeitnehmer im Jahr 2011 und das negative 
Produktivitätswachstum im Folgejahr hier kostensteigemd wirkten. Im Jahr 2013 
beschleunigte sich das Wachstum der Lohnstückkosten aufgrund des kräftig steigenden 
Arbeitnehmerentgelts je Arbeitnehmer, in dem sich Lohnerhöhungen im öffentlichen 
Sektor widerspiegelten, weiter. Betrachtet man die jüngste Entwicklung, so schwächte 
sich die jährliche am HVPI gemessene Inflationsrate Anfang 2014 weiter ab und lag im 
April bei -0,2 %. In der niedrigen Inflationsrate spiegeln sich neben der gedämpften 
inländischen Nachfrage ein verlangsamter Preisauftrieb bei Nahrungsmitteln infolge der 
guten Ernte sowie eine geringe importierte Inflation und rückläufige Energiepreise infolge 
von Senkungen der administrierten Preise im Zeitraum 2013-2014 wider. 

Nach den zuletzt verfügbaren Prognosen der wichtigen internationalen Institutionen wird 
die Teuerungsrate 2014 und 2015 schrittweise ansteigen und bei 0,5 % bis 1,0% bzw. 
2,8 % bis 3,0 % liegen. Die Risiken für die Inflationsaussichten sind weitgehend 
ausgewogen. Aufwärtsgerichtete Risiken bestehen darin, dass die globalen Rohstoffpreise 
stärker als erwartet steigen und die Spannungen an den weltweiten Finanzmärkten wieder 
aufflammen können, und von innenpolitischen Unsicherheiten geht möglicherweise ein 
weiterer Abwertungsdruck auf den Forint aus, der die Preise für Importwaren und - 
dienstleistungen in die Höhe treiben würde. Abwärtsrisiken sind dadurch gegeben, dass 
den Erwartungen zufolge die anhaltenden Bilanzanpassungen im finanziellen und im 
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privaten Sektor und die fiskalische Belastung die Erholung der binnenwirtschaftlichen 
Nachfrage beeinträchtigen werden. Der Aufholprozess dürfte die Inflation bzw. den 
nominalen Wechselkurs in den kommenden Jahren beeinflussen, da das Pro Kopf-BIP und 
das Preisniveau in Ungarn nach wie vor niedriger sind als im Euroraum. Es lässt sich 
jedoch schwer mit Genauigkeit abschätzen, in welchem Umfang sich der Aufholprozess 
auswirken wird. 

Insgesamt ist festzustellen, dass der Zwölfmonatsdurchschnitt der am HVPI gemessenen 
Inflationsrate in Ungarn zwar deutlich unterhalb des Referenzwerts liegt, aber Bedenken 
hinsichtlich der Nachhaltigkeit der Inflationskonvergenz bestehen. 

Derzeit liegt kein Beschluss des Rates vor, wonach in Ungarn ein übermäßiges Defizit 
besteht. Im Referenzjahr 2013 belief sich das Haushaltsdefizit auf 2,2% des BIP und 
damit auf einen Stand unterhalb des Referenzwerts von 3 % des BIP. Die öffentliche 
Schuldenquote betrug 79,2 % und lag somit über dem Referenzwert von 60 %. Für 2014 
werden von der Europäischen Kommission ein Anstieg der Defizitquote auf 2,9 % und 
eine Erhöhung der Schuldenquote auf 80,3 % prognostiziert. In Bezug auf sonstige 
finanzpolitische Faktoren ist festzustellen, dass die Defizitquote im Jahr 2013 das 
Verhältnis der öffentlichen Investitionsausgaben zum BIP nicht überschritt. Ungarn muss 
insbesondere sicherstellen, dass das mittelfristige Haushaltsziel (strukturelles Defizit von 
1,7 % des BIP) erreicht und bei der öffentlichen Schuldenquote ein deutlich rückläufiger 
Trend eingeleitet wird. Ferner gilt es, die in Kapitel 5 der englischen Gesamtfassung 
beschriebenen finanzpolitischen Herausforderungen anzugehen. 

Der ungarische Forint nahm im zweijährigen Beobachtungszeitraum nicht am WKM II 
teil, und sein Wechselkurs wies in Relation zum Euro eine hohe Volatilität auf Die 
ungarische Währung wertete bis August 2012 auf, schwächte sich dann aber Ende 2012 
und im ersten Quartal 2013 um rund 10 % gegenüber dem Euro ab. Nachdem der Forint in 
der Folge wieder etwas Boden gutgemacht hatte, kam er Mitte 2013 erneut unter Druck 
und verbuchte Anfang 2014 Kursverluste, die er ab dem Ende des ersten Quartals zum 
Teil wieder wettmachte. Die Differenz der kurzfristigen Zinssätze gegenüber dem 
Dreimonats-EURIBOR war groß, wenngleich sie sich angesichts der Zinssenkungen durch 
die Magyar Nemzeti Bank vor dem Hintergrund sinkender Infiationsunterschiede zum 
Eurogebiet schrittweise verringerte. Eine Ende 2008 getroffene Vereinbarung über 
Repogeschäfte zwischen der Magyar Nemzeti Bank und der EZB förderte die 
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Reduzierung von Schwachstellen im Finanzsystem und könnte so auch dazu beigetragen 
haben, den Druck auf den Wechselkurs im Berichtszeitraum zu mindern. Im 
längerfristigen Vergleich lag der reale Wechselkurs des ungarischen Forint im April 2014 
sowohl effektiv als auch bilateral gegenüber dem Euro unter den entsprechenden 
Durchschnittswerten der vergangenen zehn Jahre. Betrachtet man die Entwicklung anderer 
außenwirtschaftlicher Daten, so kam es in Ungarn in der Leistungsbilanz und bei den 
Vermögensübertragungen in den letzten Jahren zu umfangreichen Anpassungen. Nachdem 
im Zeitraum von 2004 bis 2008 anhaltend hohe Defizite verbucht worden waren, wurde 
2009 bei der Leistungsbilanz und den Vermögensübertragungen zusammengenommen 
eine Umkehr hin zu einem Überschuss verzeichnet, der sich schrittweise auf 3,5 % des 
BIP im Jahr 2012 und 6,5 % des BIP im Folgejahr vergrößerte. Zugleich verschlechterte 
sich die Netto- Auslandsposition des Landes zunächst rapide von -85,4 % des BIP im Jahr 
2004 auf einen Tiefstand von -117,2 % des BIP im Jahr 2009, verbesserte sich jedoch 
anschließend auf -103,2 % des BIP im Jahr 2012 und -93,0 % des BIP im darauffolgenden 
Jahr. Allerdings sind die Nettoverbindlichkeiten Ungarns gegenüber dem Ausland immer 
noch sehr hoch. Daher sind zur Stützung der außenwirtschaftlichen Tragfähigkeit und der 
Wettbewerbsfähigkeit des Landes finanz- und strukturpolitische Maßnahmen weiterhin 
von zentraler Bedeutung. 

Die langfristigen Zinsen lagen im Referenzzeitraum von Mai 2013 bis April 2014 bei 
durchschnittlich 5,8 % und damit unterhalb des Referenzwerts für das Zinskriterium von 

6.2 %. In der Zeit vor der Berichtsperiode sanken die Langfristzinsen spürbar von 9,0 % 
Anfang 2012 auf 5,1 % im Mai 2013. Eine abnehmende weltweite Risikoaversion sowie 
mehrere aufeinanderfolgende Leitzinssenkungen trugen zu den rückläufigen 
Anleiherenditen bei. Im Referenzzeitraum stiegen die Zinssätze jedoch wieder an und 
lagen am Ende dieser Zeitspanne bei 5,6 %; verantwortlich hierfür waren vor allem 
binnenwirtschaftliche Ungleichgewichte. Der Abstand der langfristigen Zinsen gegenüber 
dem Durchschnitt des Euro- Währungsgebiets betrug am Ende des Referenzzeitraums 

3.2 Prozentpunkte (bzw. 3,9 Prozentpunkte gegenüber der Rendite von Anleihen des 
Euroraums mit AAA-Rating). 

Um in Ungarn ein der nachhaltigen Konvergenz förderliches Umfeld zu schaffen, bedarf 
es unter anderem einer stabilitätsorientierten Geldpolitik einschließlich eines stabilen 
institutionellen Rahmens, der das Vertrauen der Märkte aufrechterhält und die 
vollständige Unabhängigkeit der Zentralbank wahrt. Was makroökonomische 
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Ungleichgewichte anbelangt, so unterzog die Europäische Kommission das Land im 
Nachgang zu ihrem Wammechanismus-Bericht 2014 einer vertieften Überprüfung und 
gelangte zu dem Schluss, dass in Ungarn „weiterhin makroökonomische 
Ungleichgewichte“ bestehen, „die ein Monitoring und durchgreifende politische 
Maßnahmen erfordern“. Tatsächlich muss sich Ungarn umfangreichen 
wirtschaftspolitischen Herausforderungen stellen, die in Kapitel 5 der englischen 
Gesamtfassung näher dargelegt sind. 

Das ungarische Recht erfüllt nicht alle Anforderungen an die Unabhängigkeit der 
Zentralbank, das Verbot der monetären Finanzierung, die Anforderungen an die 
einheitliche Schreibweise des Euro und die rechtliche Integration der Zentralbank in das 
Eurosystem. Als EU-Mitgliedstaat, für den eine Ausnahmeregelung gilt, muss Ungarn alle 
nach Artikel 131 AEUV erforderlichen Anpassungen vornehmen. 
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4.6 POLEN 

Im Referenzzeitraum von Mai 2013 bis April 2014 betrug der Zwölfmonatsdurchschnitt 
der am HVPI gemessenen Inflationsrate in Polen 0,6 % und lag somit deutlich unterhalb 
des Referenzwerts für das Preisstabilitätskriterium von 1,7 %. 

Über einen längeren Zeitraum hinweg betrachtet schwankte der jährliche Anstieg der 
Verbraucherpreise in Polen in den vergangenen zehn Jahren innerhalb einer Spanne von 
0,8 % und 4,2 %. Genauer gesagt ging die Teuerung, die 2004 hauptsächlich infolge des 
EU-Beitritts des Landes vorübergehend angestiegen war, 2005 und 2006 auf ein niedriges 
Niveau zurück. Ende 2006 erhöhte sich der Preisdruck, die Inflation lag 2008 bei über 
4,0 % und blieb auch 2009 auf erhöhtem Niveau. Bis Mitte 2008 war die 
gesamtwirtschaftliche Entwicklung durch einen anhaltenden konjunkturellen Aufschwung 
gekennzeichnet, der nur im ersten Halbjahr 2005 unterbrochen wurde. Die damalige 
Preisentwicklung stand auch im Zeichen der anziehenden Rohstoffpreise. Von 2007 bis 
2008 wurde ein Kapazitätsdruck sichtbar, der sich jedoch mit Einsetzen der weltweiten 
Finanzkrise wieder verringerte. Ein relativ kurzer Konjunkturabschwung und niedrigere 
Rohstoffpreise an den Weltmärkten führten dazu, dass die jährliche am HVPI gemessene 
Inflationsrate im Sommer 2010 vorübergehend auf unter 2 % fiel. Im Jahr 2011 trugen der 
Preissprung an den internationalen Rohstoffmärkten, der Rückgang des nominalen 
Wechselkurses und eine Anhebung des Mehrwertsteuersatzes bei robuster 
Binnennachfrage zu einem erneuten Teuerungsschub bei. Allerdings war u. a. die sich seit 
2012 merklich abschwächende Binnenkonjunktur im Zusammenspiel mit der globalen 
Rohstoffpreisentwicklung dafür verantwortlich, dass die Teuerung 2013 deutlich, und 
zwar auf ein historisch niedriges Niveau, fiel. Im Juni 2013 erreichte der jährliche 
Preisauftrieb mit 0,2 % einen Tiefstand. Betrachtet man die jüngste Entwicklung, so blieb 
die jährliche am HVPI gemessene Infiationsrate auf einem niedrigen Niveau und lag im 
April 2014 bei 0,3 %. Auch die VPI-Teuerungsrate lag bei 0,3 % und damit unter dem 
mittelfristigen Infiationsziel der Zentralbank (2,5 % mit einem Toleranzband von 
±1 Prozentpunkt). 

Nach den zuletzt verfügbaren Prognosen der wichtigen internationalen Institutionen wird 
die Teuerungsrate 2014 und 2015 schrittweise ansteigen und bei 1,1 % bis 1,5 % bzw. 
1,9% bis 2,4% liegen. Die Risiken für die Infiationsaussichten sind weitgehend 
ausgewogen. Aufwärtsrisiken erwachsen in erster Linie aus der Rohstoffpreisentwicklung, 
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während Abwärtsrisiken hauptsächlich damit in Zusammenhang stehen, in welchem 
Tempo sich die wirtschaftliche Erholung in Polen vollzieht. Der Aufholprozess dürfte die 
Inflation bzw. den nominalen Wechselkurs in den kommenden Jahren beeinflussen, da das 
Pro-Kopf-BIP und das Preisniveau in Polen nach wie vor niedriger sind als im Euroraum. 
Es lässt sich jedoch schwer mit Genauigkeit abschätzen, in welchem Umfang sich der 
Aufholprozess auswirken wird. 

Insgesamt ist festzustellen, dass der Zwölfmonatsdurchschnitt der am HVPI gemessenen 
Inflationsrate in Polen derzeit zwar deutlich unterhalb des Referenzwerts liegt, aber 
Bedenken hinsichtlich der Nachhaltigkeit der Inflationskonvergenz bestehen. 

Derzeit liegt ein Beschluss des Rates vor, wonach in Polen ein übermäßiges Defizit 
besteht. Im Referenzjahr 2013 belief sich das Haushaltsdefizit auf 4,3 % des BIP und 
damit auf einen Stand deutlich oberhalb des Referenzwerts von 3 % des BIP. Die 
öffentliche Schuldenquote betrug 57,0 % und lag somit unter dem Referenzwert von 
60%. Für 2014 erwartet die Europäische Kommission einen vorübergehenden 
Haushaltsüberschuss von 5,7 % des BIP und einen Rückgang der Schuldenquote auf 
49,2 % infolge einer einmaligen Übertragung von Vermögenswerten aus der zweiten 
Säule des Altersversorgungssystems im Umfang von rund 9 % des BIP. In Bezug auf 
sonstige finanzpolitische Faktoren ist festzustellen, dass die Defizitquote im Jahr 2013 das 
Verhältnis der öffentlichen Investitionsausgaben zum BIP überschritt. Polen muss 
insbesondere sicherstellen, dass das Haushaltsdefizit nachhaltig gesenkt wird, und das 
übermäßige Defizit bis 2015 den Vorgaben des Defizitverfahrens entsprechend beseitigen. 
Danach muss das Land für hinreichende Fortschritte zur Erreichung des mittelfristigen 
Haushaltsziels (strukturelles Defizit von 1 % des BIP) sorgen. Ferner gilt es, die in 
Kapitel 5 der englischen Gesamtfassung beschriebenen finanzpolitischen 
Herausforderungen anzugehen. 

Der polnische Zloty nahm im zweijährigen Beobachtungszeitraum nicht am WKM II teil, 
sondern wurde zu flexiblen Wechselkursen gehandelt. Der Wechselkurs des polnischen 
Zloty in Relation zum Euro wies eine relativ hohe Volatilität auf Die polnische Währung 
wertete gegenüber dem Euro bis August 2012 allmählich auf. Anschließend gab sie in 
einer Mitte 2013 verzeichneten Phase erhöhter Volatilität nach, machte in der Folge aber 
bis zum Ende des Referenzzeitraums sukzessive wieder Boden gut. Die Differenz der 
kurzfristigen Zinssätze gegenüber dem Dreimonats-EURIBOR verharrte in Polen auf 
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einem etwas erhöhten Niveau. Ende 2008 trafen die Narodowy Bank Polski und die EZB 
eine Vereinbarung über Repogeschäfte, die es der polnischen Zentralbank ermöglicht, 
Kredite im Umfang von bis zu 10 Mrd€ aufzunehmen. Überdies besteht seit Mitte 2009 
eine Kreditvereinbarung im Rahmen der Flexiblen Kreditlinie des IWF, die dazu dient, die 
Nachfrage nach Krediten zur Krisenprävention und -bewältigung zu decken, und die 2011 
und 2013 jeweils verlängert wurde. Seit der Einrichtung der Kreditlinie hat Polen diese 
jedoch nicht in Anspruch genommen. Diese Vereinbarungen förderten die Reduzierung 
von Risiken im Zusammenhang mit Schwachstellen im Finanzsystem und könnten so 
auch dazu beigetragen haben, das Risiko eines Drucks auf den Wechselkurs zu mindern. 
Im längerfristigen Vergleich lag der reale Wechselkurs des polnischen Zloty im April 
2014 sowohl effektiv als auch bilateral gegenüber dem Euro in der Nähe der 
entsprechenden Durchschnittswerte der vergangenen zehn Jahre. Betrachtet man die 
Entwicklung anderer außenwirtschaftlicher Daten, so wies Polen in den Jahren 2007 und 
2008 in der Leistungsbilanz und bei den Vermögensübertragungen zusammengenommen 
hohe Defizite auf. Im Jahr 2009 kam es bei der Leistungsbilanz und den 
Vermögensübertragungen zusammengenommen zu spürbaren Anpassungen; 2012 wurde 
ein Passivsaldo von 1,5 % des BIP und im Folgejahr ein Überschuss von 1,0 % des BIP 
verbucht. Zugleich verschlechterte sich die Netto-Auslandsposition des Landes erheblich 
von -41,6 % des BIP im Jahr 2004 auf -68,6 % des BIP im Jahr 2013. Daher sind zur 
Stützung der außenwirtschaftlichen Tragfähigkeit und der Wettbewerbsfähigkeit des 
Landes finanz- und strukturpolitische Maßnahmen weiterhin von zentraler Bedeutung. 

Die langfristigen Zinsen lagen im Referenzzeitraum von Mai 2013 bis April 2014 bei 
durchschnittlich 4,2 % und damit deutlich unterhalb des Referenzwerts für das 
Zinskriterium von 6,2 %. Während der Finanzkrise entwickelten sich die langfristigen 
Zinssätze in Polen insgesamt recht volatil, wobei sie sich in der zweiten Jahreshälfte 2009 
und Anfang 2010 stabilisierten. Die steigende Nachfrage nach polnischen Staatsanleihen 
Vonseiten ausländischer Anleger förderte den Rückgang der Langfristzinsen im Jahr 2010. 
Ende 2010 und Anfang 2011 war ein leichter Anstieg der langfristigen Zinsen zu 
verzeichnen, in dem sich weitergehende Finanzmarktspannungen niederschlugen. Von 
Mitte 2011 bis Mitte 2013 war dann ein Abwärtstrend zu beobachten; anschließend zogen 
die Zinsen wieder etwas an. Am Ende des Referenzzeitraums lagen die Langfristzinsen in 
Polen bei 4,1% und damit 1 ,7 Prozentpunkte über dem Durchschnitt des Euro- 
Währungsgebiets (bzw. 2,4 Prozentpunkte über der Rendite von Anleihen des Euroraums 
mit AAA-Rating). 
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Um in Polen ein der nachhaltigen Konvergenz forderliches Umfeld zu schaffen, bedarf es 
unter anderem der Gewährleistung einer mittelfristig auf Preisstabilität ausgerichteten 
Geldpolitik. Was makroökonomische Ungleichgewichte anbelangt, so wählte die 
Europäische Kommission in ihrem Warnmechanismus-Bericht 2014 das Land nicht für 
eine eingehende Überprüfung aus. Wenngleich die polnische Wirtschaft die globale Krise 
vergleichsweise gut bewältigt hat, gilt es noch eine Reihe struktureller Probleme zu lösen. 
Ferner muss sich Polen umfangreichen wirtschaftspolitischen Herausforderungen stellen, 
die in Kapitel 5 der englischen Gesamtfassung näher dargelegt sind. 

Das polnische Recht erfüllt nicht alle Anforderungen an die Unabhängigkeit der 
Zentralbank, die Geheimhaltung, das Verbot der monetären Finanzierung und die 
rechtliche Integration der Zentralbank in das Eurosystem. Als EU-Mitgliedstaat, für den 
eine Ausnahmeregelung gilt, muss Polen alle nach Artikel 131 AEUV erforderlichen 
Anpassungen vornehmen. 
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4.7 RUMÄNIEN 

Im Referenzzeitraum von Mai 2013 bis April 2014 betrug der Zwölfmonatsdurchschnitt 
der am HVPI gemessenen Inflationsrate in Rumänien 2,1 % und lag somit oberhalb des 
Referenzwerts für das Preisstabilitätskriterium von 1,7 %. 

Über einen längeren Zeitraum hinweg betrachtet hat sich die durchschnittliche jährliche 
HVPI-Inflation in Rumänien gegenüber den sehr hohen Ständen zu Beginn des 
vergangenen Jahrzehnts bis 2007, als sich der Abwärtstrend umkehrte, verringert. Im Jahr 
2009 sank die Inflation wieder und stabilisierte sich anschließend auf erhöhtem Niveau, 
bevor sie in den Jahren 2012 und 2013 auf historische Tiefstände von 3,4 % bzw. 3,2 % 
fiel. Die Hauptantriebskräfte der Inflation waren neben den Lohnstückkosten mehrere 
größere Angebotsschocks (darunter die Anhebung des Mehrwertsteuersatzes 2010), 
Anpassungen der administrierten Preise und Verbrauchsteuem sowie 
Wechselkursbewegungen. Die Inflationsentwicklung der letzten zehn Jahre sollte vor dem 
Hintergrund einer Überhitzung der Wirtschaft von 2004 bis 2008 gesehen werden, auf die 
2009 und 2010 ein konjunktureller Einbruch und von 2011 bis 2013 eine moderate 
Erholung folgten. Von 2004 bis 2008 war die Arbeitslosigkeit rückläufig und das 
Lohnwachstum überstieg deutlich den Produktivitätszuwachs, sodass die Lohnstückkosten 
eine zweistellige Zuwachsrate erreichten. Während die Arbeitslosigkeit wieder zunahm 
und sich das Lohnwachstum merklich abschwächte, sank der Anstieg der 
Lohnstückkosten von 22,9 % im Jahr 2008 auf 2,5 % im Jahr 2013. Betrachtet man die 
jüngste Entwicklung, so war die jährliche am HVPI gemessene Inflationsrate, die im 
September 2012 mit 5,4 % einen Höhepunkt erreicht hatte, zunächst weitgehend 
rückläufig und lag zwölf Monate später bei 1,1 %, bevor sie im April 2014 infolge einer 
Erhöhung der Verbrauchsteuem auf Kraftstoffe wieder leicht zulegte und 1,6 % betmg. 
Dieser insgesamt ausgeprägte Rückgang ist auf die im September 2013 erfolgte 
Absenkung des Mehrwertsteuersatzes für Mehl und Backerzeugnisse, die Abschwächung 
des von der Preisentwicklung am Weltmarkt ausgehenden Dmcks auf die Energie- und 
Nahmngsmittelpreise, eine sehr gute Ernte, abwärtsgerichtete Basiseffekte und den von 
der negativen Produktionslücke sowie sinkenden Inflationserwartungen ausgelösten 
Disinflationsdmck zurückzufähren. 

Nach den zuletzt verfügbaren Prognosen der wichtigen internationalen Institutionen wird 
die durchschnittliche jährliche Teuemngsrate ausgehend von ihrem historischen Tiefstand 
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schrittweise ansteigen und 2014 bei 2,2 % bis 2,5 % und im Jahr darauf bei 3,0 % bis 
3,3 % liegen. Zwar sind die unmittelbaren Risiken für die Inflationsaussichten weitgehend 
ausgewogen, aber auf mittlere Sicht herrschen Aufwärtsrisiken vor. Diese beziehen sich 
auf unerwartet kräftige Rohstoffpreissteigerungen am Weltmarkt und einen Abwärtsdruck 
auf den Leu, der von erneuten Spannungen an den internationalen Finanzmärkten 
ausgehen könnte. Binnenwirtschaftlich bedingte Risiken stehen damit im Zusammenhang, 
wie sich eine weitere Deregulierung der Energiepreise und eine Anhebung der 
Verbrauchsteuem sowie die anhaltende Ungewissheit bezüglich der Fortschritte bei der 
Umsetzung der im Zuge des vorsorglichen Finanzhilfeprogramms vereinbarten 
Strukturreformmaßnahmen auswirken könnten. Zudem stellen mögliche Abweichungen 
von den Haushaltszielen im Zusammenhang mit den für Dezember 2014 terminierten 
Präsidentschaftswahlen ein Risiko dar. Eine sich schwächer als erwartet entwickelnde 
Konjunktur birgt ein Abwärtsrisiko für die Inflationsaussichten. Der Aufholprozess dürfte 
die Inflation bzw. den nominalen Wechselkurs in den kommenden Jahren beeinflussen, da 
das Pro-Kopf-BIP und das Preisniveau in Rumänien nach wie vor deutlich niedriger sind 
als im Euroraum. Es lässt sich jedoch schwer mit Genauigkeit abschätzen, in welchem 
Umfang sich der Aufholprozess auswirken wird. 

Derzeit liegt kein Beschluss des Rates vor, wonach in Rumänien ein übermäßiges Defizit 
besteht. Im Referenzjahr 2013 belief sich das Haushaltsdefizit auf 2,3 % des BIP und 
damit auf einen Stand unterhalb des Referenzwerts von 3 % des BIP. Die öffentliche 
Schuldenquote betrug 38,4 % und lag somit deutlich unter dem Referenzwert von 60 %. 
Für 2014 werden von der Europäischen Kommission ein geringfügiger Rückgang der 
Defizitquote auf 2,2 % und ein Anstieg der Schuldenquote auf 39,9 % prognostiziert. In 
Bezug auf sonstige finanzpolitische Faktoren ist festzustellen, dass die Defizitquote im 
Jahr 2013 das Verhältnis der öffentlichen Investitionsausgaben zum BIP nicht überschritt. 
Rumänien muss insbesondere sicherstellen, dass hinreichende Fortschritte zur Erreichung 
des mittelfristigen Haushaltsziels (strukturelles Defizit von 1 % des BIP) erzielt und die 
im Rahmen des EU/IWF-Finanzhilfeprogramms eingegangenen Verpflichtungen erfüllt 
werden. Ferner gilt es, die in Kapitel 5 der englischen Gesamtfassung beschriebenen 
finanzpolitischen Herausforderungen anzugehen. 

Der rumänische Leu nahm im zweijährigen Beobachtungszeitraum nicht am WKM II teil, 
sondern wurde zu flexiblen Wechselkursen mit einem kontrollierten Floating gehandelt. 
Der Wechselkurs des rumänischen Leu in Relation zum Euro wies eine relativ hohe 
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Volatilität auf. Nachdem die rumänische Währung bis Mai 2013 leicht an Wert gewonnen 
hatte, schwächte sie sich in einer Mitte 2013 verzeichneten Phase erhöhter Volatilität ab. 
Danach zog der Leu wieder etwas an und stabilisierte sich weitgehend auf dem zu Beginn 
des Referenzzeitraums beobachteten durchschnittlichen Niveau. Die Differenz der 
kurzfristigen Zinssätze gegenüber dem Dreimonats-EURIBOR verharrte während des 
gesamten Beobachtungszeitraums im Durchschnitt auf einem hohen Niveau, wenngleich 
sie sich angesichts der Zinssenkungen durch die Banca Nationalä a Romäniei vor dem 
Hintergrund sinkender Inflationsunterschiede zum Eurogebiet schrittweise verringerte. Im 
Jahr 2009 wurde für Rumänien ein internationales Finanzhilfepaket unter Führung der EU 
und des IWF vereinbart, das 2011 von einem vorsorglichen Finanzhilfeprogramm und 
2013 schließlich von einem Nachfolgeprogramm abgelöst wurde. Im Referenzzeitraum 
nahm das Land die Mittel aus den vorsorglichen Kreditvereinbarungen nicht in Anspruch. 
Diese Vereinbarungen förderten die Reduzierung von Schwachstellen im Finanzsystem 
und könnten so auch dazu beigetragen haben, den Druck auf den Wechselkurs im 
Berichtszeitraum zu mindern. Im längerfristigen Vergleich lag der reale Wechselkurs des 
rumänischen Leu im April 2014 sowohl effektiv als auch bilateral gegenüber dem Euro 
relativ nahe bei den entsprechenden Durchschnittswerten der vergangenen zehn Jahre. 
Betrachtet man die Entwicklung anderer außenwirtschaftlicher Daten, so kam es in 
Rumänien in der Leistungsbilanz und bei den Vermögensübertragungen in den letzten 
Jahren zu erheblichen Anpassungen. Nachdem im Zeitraum von 2004 bis 2007 ein 
allmählicher Anstieg des außenwirtschaftlichen Defizits verbucht worden war, wurden 
2009 bei der Leistungsbilanz und den Vermögensübertragungen zusammengenommen 
Anpassungen verzeichnet; anschließend verringerte sich der Passivsaldo weiter auf 3,0 % 
des BIP im Jahr 2012 und kehrte sich im Folgejahr in einen Überschuss von 1,2 % des 
BIP. Zugleich verschlechterte sich die Netto-Auslandsposition des Landes erheblich von 
-26,4 % des BIP im Jahr 2004 auf -67,5 % des BIP im Jahr 2012, verbesserte sich jedoch 
auf -62,3 % des BIP im darauffolgenden Jahr. Daher sind zur Stützung der 
außenwirtschaftlichen Tragfähigkeit und der Wettbewerbsfähigkeit des Landes finanz- 
und strukturpolitische Maßnahmen weiterhin von zentraler Bedeutung. 

Die langfristigen Zinsen lagen im Referenzzeitraum von Mai 2013 bis April 2014 bei 
durchschnittlich 5,3 % und damit unterhalb des Referenzwerts für das Zinskriterium von 
6,2 %. In den vergangenen Jahren hatten sich die langfristigen Zinssätze in Rumänien 
tendenziell innerhalb eines Bandes von ±0,5 Prozentpunkten um einen Wert von 7 % 
bewegt, wobei eine hartnäckige Inflationsdynamik einen dauerhaften Abwärtstrend der 
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Nominalzinsen verhindert hatte. In jüngerer Zeit ging die Inflation merklich zurück, was 
es der Zentralbank ermöglichte, die Leitzinsen rascher als zuvor zu senken. Dies hat dazu 
beigetragen, dass sich der Abstand zwischen den langfristigen Zinsen in Rumänien und 
dem Durchschnitt des Euro- Währungsgebiets verringert hat. Die Langfristzinsen lagen am 
Ende des Referenzzeitraums bei 5,2 % und damit 2,8 Prozentpunkte über dem 
Durchschnitt des Euro- Währungsgebiets (bzw. 3,5 Prozentpunkte über der Rendite von 
Anleihen des Euroraums mit AAA-Rating). 

Um in Rumänien ein der nachhaltigen Konvergenz forderliches Umfeld zu schaffen, 
bedarf es unter anderem der Durchführung einer auf die Gewährleistung 
gesamtwirtschaftlicher Stabilität, einschließlich dauerhafter Preisstabilität, ausgerichteten 
Wirtschaftspolitik. Was makroökonomische Ungleichgewichte anbelangt, so wird das 
Land im Rahmen eines makroökonomischen Anpassungsprogramms, für welches es 
finanzielle Hilfe erhält, überwacht. Rumänien muss sich umfangreichen 
wirtschaftspolitischen Herausforderungen stellen, die in Kapitel 5 der englischen 
Gesamtfassung näher dargelegt sind. 

Das rumänische Recht erfüllt nicht alle Anforderungen an die Unabhängigkeit der 
Zentralbank, das Verbot der monetären Finanzierung und die rechtliche Integration der 
Zentralbank in das Eurosystem. Als EU-Mitgliedstaat, für den eine Ausnahmeregelung 
gilt, muss Rumänien alle nach Artikel 131 AEUV erforderlichen Anpassungen 
vornehmen. 
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4.8 SCHWEDEN 

Im Referenzzeitraum von Mai 2013 bis April 2014 betrug der Zwölfmonatsdurchschnitt 
der am HVPI gemessenen Inflationsrate in Schweden 0,3 % und lag somit deutlich 
unterhalb des Referenzwerts für das Preisstabilitätskriterium von 1,7 %. 

Über einen längeren Zeitraum hinweg betrachtet war die Teuerung in Schweden allgemein 
moderat; die jährliche HVPI-Inflationsrate lag im Durchschnitt der letzten zehn Jahre bei 
1,5%, was auf die durch eine gemäßigte Lohnbildung und die fortgeschrittene 
Wirtschaftsentwicklung im Land gestützte Glaubwürdigkeit der Geldpolitik 
zurückzufiähren ist. Im genannten Zeitraum lag die durchschnittliche jährliche HVPI- 
Teuerungsrate lediglich 2008 bei über 2,0%. Im Jahr 2013 betrug diese Rate 0,4%. 
Betrachtet man die jüngste Entwicklung, so lag die jährliche am HVPI gemessene 
Inflationsrate im Schlussquartal 2013 und zu Jahresbeginn 2014 auf einem moderaten 
Niveau und somit deutlich unter dem Inflationsziel der Sveriges riksbank. Maßgeblich für 
diese Entwicklung waren vor allem sinkende Energiepreise und ein gedämpfter Anstieg 
der Dienstleistungspreise. Die rückläufigen Gewinnanteile sowohl im 
Dienstleistungssektor als auch im produzierenden Gewerbe deuteten darauf hin, dass es 
dem Untemehmenssektor nach wie vor schwerfiel, Kostensteigerungen durch höhere 
Preise abzudecken. 

Nach den zuletzt verfügbaren Prognosen der wichtigen internationalen Institutionen wird 
die Teuerungsrate 2014 weitgehend unverändert bleiben, bevor sie 2015 ansteigt, und bei 
0,1 % bis 0,5 % bzw. 1,4 % bis 1,8 % liegen. Insgesamt sind die Risiken in Bezug auf die 
Inflationsaussichten weitgehend ausgewogen. Aufwärtsrisiken beziehen sich auf ein 
unerwartet kräftiges Wiederanziehen der Investitionstätigkeit und steigende 
Weltmarktpreise für Rohstoffe. Das wichtigste Abwärtsrisiko besteht in einer Korrektur 
der Wohnimmobilienpreise, die die Binnennachfrage dämpfen könnte. Eine weitere 
Unsicherheitsquelle in Bezug auf die Inflationsaussichten sind 
Wechselkursschwankungen. Das im Vergleich zum Durchschnitt des Euroraums immer 
noch relativ hohe Preisniveau in Schweden deutet darauf hin, dass eine weitere 
Handelsintegration und ein verstärkter Wettbewerb preisdämpfend wirken könnten. 

Es liegt kein Beschluss des Rates vor, wonach in Schweden ein übermäßiges Defizit 
besteht. Im Referenzjahr 2013 belief sich das Haushaltsdefizit auf 1,1 % des BIP und 
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damit auf einen Stand deutlich unterhalb des Referenzwerts von 3 % des BIP. Die 
öffentliche Schuldenquote betrug 40,6 % und lag somit unter dem Referenzwert von 
60 %. Für 2014 werden von der Europäischen Kommission ein Anstieg der Defizitquote 
auf 1,8 % und eine Erhöhung der Schuldenquote auf 41,6 % prognostiziert. In Bezug auf 
sonstige finanzpolitische Faktoren ist festzustehen, dass die Defizitquote im Jahr 2013 das 
Verhältnis der öffentlichen Investitionsausgaben zum BIP nicht überschritt. Schweden 
sollte insbesondere solide öffentliche Finanzen beibehalten und die 
Haushaltskonsolidierungsstrategie auch in den kommenden Jahren in seinem 
finanzpolitischen Regelwerk verankern, da sich dies bislang günstig auf die 
Haushaltsergebnisse ausgewirkt hat. Ferner gilt es, die in Kapitel 5 der englischen 
Gesamtfassung beschriebenen finanzpolitischen Herausforderungen anzugehen. 

Die schwedische Krone nahm im zweijährigen Beobachtungszeitraum nicht am WKM II 
teil, sondern wurde zu flexiblen Wechselkursen gehandelt. Der Wechselkurs der 
schwedischen Krone in Relation zum Euro wies im Referenzzeitraum im Durchschnitt 
eine hohe Volatilität auf. Die schwedische Währung wertete im Verhältnis zum Euro bis 
August 2012 auf und schwächte sich danach bis zum Jahresende 2012 wieder ab. 
Anschließend legte die Krone im ersten Quartal 2013 zu, verlor bis Mai 2014 dann aber 
erneut sukzessive an Wert. Die Differenz der kurzfristigen Zinssätze gegenüber dem 
Dreimonats-EURIBOR ging allmählich von 1 ,6 Prozentpunkten im Dreimonatszeitraum 
bis Ende Juni 2012 auf 0,6 Prozentpunkte im Dreimonatsabschnitt bis Ende März 2014 
zurück. Im Beobachtungszeitraum bestand eine Swap- Vereinbarung zwischen der 
Sveriges riksbank und der EZB, über die die schwedische Zentralbank Euro im Austausch 
gegen schwedische Kronen aufnehmen kann. Diese Vereinbarung förderte die 
Reduzierung von Schwachstellen im Finanzsystem und dürfte so auch den Wechselkurs 
der schwedischen Krone beeinflusst haben. Im längerfristigen Vergleich lag der reale 
Wechselkurs der schwedischen Krone im April 2014 sowohl effektiv als auch bilateral 
gegenüber dem Euro in der Nähe der entsprechenden Durchschnittswerte der vergangenen 
zehn Jahre. Betrachtet man die Entwicklung anderer außenwirtschaftlicher Daten, so weist 
Schweden seit 2004 mit durchschnittlich rund 7 % des BIP hohe Überschüsse in der 
Leistungsbilanz und bei den Vermögensübertragungen zusammengenommen auf; im Jahr 
2013 beliefen sie sich auf 6,0% des BIP. Zugleich verbesserte sich die Netto- 
Auslandsposition des Landes von -24,9 % des BIP im Jahr 2004 auf -12,1 % des BIP im 
Jahr 2012 und -5,0 % des BIP im darauffolgenden Jahr. 
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Die langfristigen Zinsen lagen im Referenzzeitraum von Mai 2013 bis April 2014 bei 
durchschnittlich 2,2 % und damit deutlich unterhalb des Referenzwerts für das 
Zinskriterium von 6,2 %. Die Langfristzinsen erreichten 2012 einen historischen Tiefstand 
von 1,3 %, worin zum Teil die hoch eingeschätzte Bonität Schwedens und die starke 
Nachfrage nach auf schwedische Kronen lautenden Vermögenswerten zum Ausdruck 
kamen. In der Folge legten die Zinsen wieder zu, da die Mittelumschichtungen zugunsten 
sicherer Anlagen reduziert wurden; am Ende des Referenzzeitraums lagen die 
langfristigen Zinsen bei 2,1 %. Die seit 2005 negative Differenz zwischen dem 
langfristigen Zinssatz in Schweden und dem durchschnittlichen langfristigen Zinssatz im 
Euro-Währungsgebiet weitete sich seit dem Jahr 2008 aus und belief sich 2011 schließlich 
auf -3,0 Prozentpunkte. Da in der Folge die Renditen im Euroraum zurückgingen und jene 
in Schweden zugleich zulegten, verringerte sich der negative Zinsabstand und betrug am 
Ende des Referenzzeitraums -0,3 Prozentpunkte (bzw. 0,4 Prozentpunkte gegenüber der 
Rendite von Anleihen des Euroraums mit AAA-Rating). 

Um in Schweden ein der nachhaltigen Konvergenz förderliches Umfeld 
aufrechtzuerhalten, bedarf es unter anderem der Beibehaltung einer mittelfristig auf 
Preisstabilität ausgerichteten Geldpolitik. Was makroökonomische Ungleichgewichte 
anbelangt, so unterzog die Europäische Kommission das Land im Nachgang zu ihrem 
Wammechanismus-Bericht 2014 einer vertieften Überprüfung und gelangte zu dem 
Schluss, dass in Schweden „weiterhin makroökonomische Ungleichgewichte“ bestehen, 
„die ein Monitoring und politische Maßnahmen erfordern“. Schweden muss sich 
umfangreichen wirtschaftspolitischen Herausforderungen stellen, die in Kapitel 5 der 
englischen Gesamtfassung näher dargelegt sind. 

Das schwedische Recht erfüllt nicht alle Anforderungen an die Unabhängigkeit der 
Zentralbank, das Verbot der monetären Finanzierung und die rechtliche Integration der 
Zentralbank in das Eurosystem. Als EU-Mitgliedstaat, für den eine Ausnahmeregelung 
gilt, muss Schweden alle nach Artikel 131 AEUV erforderlichen Anpassungen 
vornehmen. Ferner stellt die EZB fest, dass für Schweden gemäß AEUV seit dem 1. Juni 
1998 eine Verpflichtung zur Anpassung der innerstaatlichen Rechtsvorschriften im 
Hinblick auf die Integration in das Eurosystem besteht. Die zuständigen Stellen in 
Schweden haben bislang keine gesetzgeberischen Maßnahmen getroffen, um die in 
diesem und in den vorangegangenen Berichten aufgezeigten Unvereinbarkeiten zu 
beheben. 
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BIS 

Bank for International 

ESRB 

European Systemic Risk Board 


Settlements 

EU 

European Union 

CPI 

Consumer Price Index 

EUR 

euro 

DG ECFIN Directorate General for 

GDP 

gross domestic product 


Economic and Financial Affairs, 

HICP 

Harmonised Index of Consumer 


European Commission 


Prices 

ECB 

European Central Bank 

i.i.p. 

international Investment position 

EDP 

excessive deficit procedure 

ILO 

International Labour Organization 

EER 

effective exchange rate 

IMF 

International Monetary Fund 

EMI 

European Monetary Institute 

MFI 

monetary financial Institution 

EMU 

Economic and Monetary Union 

MIP 

macroeconomic imbalance 

ERM 

exchange rate mechanism 


procedure 

ESA 95 

European System of Accounts 

NCB 

national central bank 


1995 

OECD 

Organisation for Economic Co- 

ESCB 

European System of Central 


operation and Development 


Banks 

SSM 

Single Supervisory Mechanism 



TSCG 

Treaty on Stability, Coordination 


and Govemance in the Economic 
and Monetary Union 


In accordance with EU practice, the EU Member States are listed in this report using the 
alphabetical order of the country names in the national languages. 
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1 INTRODUCTION 


The euro was introduced on 1 January 1999 in 11 EU Member States. Since then, seven 
other EU Member States have adopted the single currency, the most recent being Latvia 
on 1 January 2014. Following Croatia’s accession to the EU on 1 July 2013, there are ten 
EU countries that do not yet participate fully in EMU, i.e. they have not yet adopted the 
euro. Two of these, Denmark and the United Kingdom, gave notification that they would 
not participate in Stage Three of EMU. As a consequence, Convergence Reports only 
have to be provided for these two countries if they so request. Given the absence of such a 
request from either country, this report examines eight countries: Bulgaria, the Czech 
Republic, Croatia, Lithuania, Hungary, Poland, Romania and Sweden. All eight countries 
are committed under the Treaty on the Functioning of the European Union (hereinafter the 
“Treaty”)^ to adopt the euro, which implies that they must strive to fulfil all the 
convergence criteria. 

In producing this report, the ECB fulfils its requirement under Article 140 of the Treaty to 
report to the Council of the European Union (EU Council) at least once every two years or 
at the request of an EU Member State with a derogation “on the progress made by the 
Member States with a derogation in fulfilling their obligations regarding the achievement 
of economic and monetary union”. The eight countries under review in this report have 
therefore been examined as part of this regulär two-year cycle. The same mandate has 
been given to the European Commission, which has also prepared a report, and both 
reports are being submitted to the EU Council in parallel. 

In this report, the ECB uses the framework applied in its previous Convergence Reports. It 
examines, for the eight countries concerned, whether a high degree of sustainable 
economic convergence has been achieved, whether the national legislation is compatible 
with the Treaties and the Statute of the European System of Central Banks and of the 
European Central Bank (Statute), and whether the statutory requirements are fulfilled for 
the relevant NCB to become an integral part of the Eurosystem. 


In this report, Lithuania is assessed in more depth than the other countries under review, 
since the Lithuanian authorities have on various occasions announced their intention to 
adopt the euro as of 1 January 2015. 
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See also the clarification of the terms “Treaty” and “Treaties” in the Glossary. 
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The examination of the economic convergence process is highly dependent on the quality 
and integrity of the underlying statistics. The Compilation and reporting of statistics, 
particularly government fmance statistics, must not be subject to political considerations 
or interference. EU Member States have been invited to consider the quality and integrity 
of their statistics as a matter of high priority, to ensure that a proper System of checks and 
balances is in place when these statistics are compiled, and to apply minimum Standards in 
the domain of statistics. These Standards are of the utmost importance in reinforcing the 
independence, integrity and accountability of the national Statistical Institutes and in 
supporting confidence in the quality of government fmance statistics (see Section 9 of 
Chapter 5). 

Moreover, from 4 November 2014 onwards^ each country whose derogation is abrogated 
will join the Single Supervisory Mechanism (SSM) at the latest on the date on which it 
adopts the euro. From that date, all SSM-related rights and obligations apply to that 
country. It is, therefore, of utmost importance that it makes the necessary preparations. In 
this respect, the ECB attaches great importance to the comprehensive assessment of credit 
institutions, including the balance sheet assessment that it must carry out before the 
assumption of its tasks. This is an assessment of the banking System in the Member States 
participating in the SSM and is carried out by the ECB in Cooperation with the national 
competent authorities of the participating Member States. This assessment, which is not 
the subject of this report, is to be concluded prior to the assumption by the ECB of its 
supervisory responsibilities. It includes an asset quality review and a stress test. The 
objective is to fester transparency, repair balance sheets where needed and enhance 
confidence in the banking sector. The banking System of any Member State joining the 
euro area and therefore joining the SSM after the date for the commencement of 
Supervision will be subject to a comprehensive assessment.^ 


This report is structured as follows. Chapter 2 describes the framework used for the 
examination of economic and legal convergence. Chapter 3 provides a horizontal 



^ This is the date when the ECB assumes the tasks conferred on it by Council Regulation (EU) 
No 1024/2013 of 15 October 2013 conferring specific tasks on the European Central Bank 
concerning policies relating to the prudential supervision of credit institutions, Article 33(2). 

^ See recital 10 of Regulation ECB/2014/17 of the European Central Bank of 16 April 2014 
establishing the framework for Cooperation within the Single Supervisory Mechanism between 
the European Central Bank and national competent authorities and with national designated 
authorities (SSM Framework Regulation). 
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OverView of the key aspects of economic convergence. Chapter 4 contains the country 
summaries, which provide the main results of the examination of economic and legal 
convergence. Chapter 5 examines in more detail the state of economic convergence in 
each of the eight EU Member States under review and provides an overview of the 
convergence indicators and the Statistical methodology used to compile them. Finally, 
Chapter 6 examines the compatibility of the national legislation of the Member States 
under review, including the Statutes of their NCBs, with Articles 130 and 131 of the 
Treaty. 
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2 FRAMEWORK FOR ANALYSIS 

2.1 ECONOMIC CONVERGENCE 

To examine the state of economic convergence in EU Member States seeking to adopt the 
euro, the ECB makes use of a common framework for analysis. This common framework, 
which has been applied in a consistent manner throughout all EMI and ECB Convergence 
Reports, is based, first, on the Treaty provisions and their application by the ECB with 
regard to developments in prices, fiscal balances and debt ratlos, exchange rates and long- 
term Interest rates, as well as in other factors relevant to economic Integration and 
convergence. Second, it is based on a ränge of additional backward and forward-looking 
economic indicators which are considered to be useful for examining the sustainability of 
convergence in greater detail. The examination of the Member State concerned based on 
all these factors is important to ensure that its Integration into the euro area will proceed 
without major difficulties. Boxes 1 to 5 below briefly recall the legal provisions and 
provide methodological details on the application of these provisions by the ECB. 

This report builds on principles set out in previous reports published by the ECB (and 
prior to this by the EMI) in order to ensure continuity and equal treatment. In particular, a 
number of guiding principles are used by the ECB in the application of the convergence 
criteria. First, the individual criteria are interpreted and applied in a strict manner. The 
rationale behind this principle is that the main purpose of the criteria is to ensure that only 
those Member States having economic conditions that are conducive to the maintenance 
of price stability and the coherence of the euro area can participate in it. Second, the 
convergence criteria constitute a coherent and integrated package, and they must all be 
satisfied; the Treaty lists the criteria on an equal footing and does not suggest a hierarchy. 
Third, the convergence criteria have to be met on the basis of actual data. Fourth, the 
application of the convergence criteria should be consistent, transparent and simple. 
Moreover, when considering compliance with the convergence criteria, sustainability is an 
essential factor as convergence must be achieved on a lasting basis and not just at a given 
point in time. For this reason, the country examinations elaborate on the sustainability of 
convergence. 
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In this respect, economic developments in the countries concerned are reviewed from a 
backward-looking perspective, covering, in principle, the past ten years. This helps to 
better determine the extent to which current achievements are the result of genuine 
structural adjustments, which in turn should lead to a better assessment of the 
sustainability of economic convergence. 

In addition, and to the extent appropriate, a forward-looking perspective is adopted. In this 
context, particular attention is paid to the fact that the sustainability of favourable 
economic developments hinges critically on appropriate and lasting policy responses to 
existing and future challenges. Strong governance and sound institutions are also essential 
for supporting sustainable output growth over the medium to long term. Overall, it is 
emphasised that ensuring the sustainability of economic convergence depends on the 
achievement of a strong starting position, the existence of sound institutions and the 
pursuit of appropriate policies after the adoption of the euro. 

The common framework is applied individually to the eight EU Member States under 
review. These examinations, which focus on each Member State ’s performance, should be 
considered separately, in line with the provisions of Article 140 of the Treaty. 

The cut-off date for the statistics included in this Convergence Report was 15 May 2014. 
The Statistical data used in the application of the convergence criteria were provided by 
the European Commission (see Section 9 of Chapter 5 as well as the tables and charts), in 
Cooperation with the ECB in the case of exchange rates and long-term interest rates. 
Convergence data on price and long-term interest rate developments are presented up to 
April 2014, the latest month for which data on HICPs were available. For monthly data on 
exchange rates, the period considered in this report ends in April 2014. Historical data for 
fiscal positions cover the period up to 2013. Account is also taken of forecasts from 
various sources, together with the most recent convergence programme of the Member 
State concerned and other information relevant to a forward-looking examination of the 
sustainability of convergence. The European Commission’ s spring 2014 forecast and the 
Alert Mechanism Report 2014, which are taken into account in this report, were released 
on 2 May 2014 and 13 November 2013 respectively. This report was adopted by the 
General Council of the ECB on 2 June 2014. 
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With regard to price developments, the legal provisions and their application by the ECB 
are outlined in Box 1. 


Box 1 


PRICE DEVELOPMENTS 

1 Treaty provisions 

Article 140(1), first indent, of the Treaty requires the Convergence Report to examine the 
achievement of a high degree of sustainable convergence by reference to the fulfilment by 
each Member State of the following criterion: 

“the achievement of a high degree of price stability; this will be apparent from a rate of 
Inflation which is dose to that of, at most, the three best performing Member States in 
terms of price stability”. 

Article 1 of Protocol (No 13) on the convergence criteria referred to in Article 140 of the 
Treaty stipulates that: 

“The criterion on price stability referred to in the first indent of Article 140(1) of the 
Treaty on the Functioning of the European Union shall mean that a Member State has a 
price performance that is sustainable and an average rate of Inflation, observed over a 
period of one year before the examination, that does not exceed by more than VA 
percentage points that of, at most, the three best performing Member States in terms of 
price stability. Inflation shall be measured by means of the consumer price index on a 
comparable basis taking into account differences in national defmitions”. 

2 Application of Treaty provisions 

In the context of this report, the ECB applies the Treaty provisions as outlined below. 

First, with regard to “an average rate of inflation, observed over a period of one year 
before the examination”, the inflation rate has been calculated using the change in the 
latest available 12-month average of the HICP over the previous 12-month average. 
Hence, with regard to the rate of inflation, the reference period considered in this report is 
May 2013 to April 2014. 

Second, the notion of “at most, the three best performing Member States in terms of price 
stability”, which is used for the defmition of the reference value, has been applied by 
taking the unweighted arithmetic average of the rates of inflation of the following three 
Member States: Latvia (0.1%), Portugal (0.3%) and Ireland (0.3%). As a result, the 
average rate is 0.2% and, adding VA percentage points, the reference value is 1.7%. 

The inflation rates of Greece, Bulgaria and Cyprus have been excluded from the 
calculation of the reference value. Price developments in these countries over the 
reference period resulted in a 12-month average inflation rate in April 2014 of -1.2%, 
-0.8% and -0.4%, respectively. These three countries have been treated as “outliers” for 
the calculation of the reference value. In all these countries, inflation rates were 
significantly lower than the comparable rates in other Member States over the reference 
period and, in all of them, this was due to exceptional factors. Greece and Cyprus have 
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been undergoing an extraordinarily deep recession, with the result that their price 
developments have been dampened by exceptionally large negative output gaps. With 
respect to Bulgaria, an accumulation of country-specific factors bas exerted significant 
downward pressure on inflation. These factors include substantial administered price cuts 
- mostly relating to electricity prices - and substantially negative contributions from 
transport and health Services. 

It should be noted that the concept of “outlier” bas been referred to in previous ECB 
Convergence Reports (see, for example, the 2010, 2012 and 2013 reports) as well as in the 
Convergence Reports of the EMI. In line with those reports, a Member State is considered 
to be an “outlier” if two conditions are fiilfilled: first, its 12-month average inflation rate is 
significantly below the comparable rates in other Member States; and second, its price 
developments have been strongly affected by exceptional factors. The Identification of 
outliers does not follow any mechanical approach. The approach used was introduced to 
deal appropriately with potential significant distortions in the inflation developments of 
individual countries. 

Inflation has been measured on the basis of the HICP, which was developed for the 
purpose of assessing convergence in terms of price stability on a comparable basis (see 
Section 9 of Chapter 5). For information, the average euro area inflation rate is shown in 
the Statistical part of this report. 

To allow a more detailed examination of the sustainability of price developments in the 
country under review, the average rate of HICP inflation over the 12-month reference 
period from May 2013 to April 2014 is reviewed in the light of the country’ s economic 
performance over the last ten years in terms of price stability. In this connection, attention 
is paid to the Orientation of monetary policy, in particular to whether the focus of the 
monetary authorities has been primarily on achieving and maintaining price stability, as 
well as to the contribution of other areas of economic policy to this objective. Moreover, 
the implications of the macroeconomic environment for the achievement of price stability 
are taken into account. Price developments are examined in the light of supply and 
demand conditions, focusing on, inter alia, factors influencing unit labour costs and import 
prices. Finally, trends in other relevant price indices (such as the HICP excluding 
unprocessed food and energy, the HICP at constant tax rates, the national CPI, the private 
consumption deflator, the GDP deflator and producer prices) are considered. From a 
forward-looking perspective, a view is provided of prospective inflationary developments 
in the coming years, including forecasts by major international organisations and market 
participants. Moreover, institutional and structural aspects relevant for maintaining an 
environment conducive to price stability after adoption of the euro are discussed. 


With regard to fiscal developments, the legal provisions and their application by the ECB, 
together with procedural issues, are outlined in Box 2. 
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Box 2 


FISCAL DEVELOPMENTS 

1 Treaty and other legal provisions 

Article 140(1), second indent, of the Treaty requires the Convergence Report to examine 
the achievement of a high degree of sustainable convergence by reference to the fulfilment 
by each Member State of the following criterion: 

“the sustainability of the government financial position; this will be apparent from having 
achieved a government budgetary position without a deficit that is excessive as 
determined in accordance with Article 126(6)”. 

Article 2 of Protocol (No 13) on the convergence criteria referred to in Article 140 of the 
Treaty stipulates that: 

“The criterion on the government budgetary position referred to in the second indent of 
Article 140(1) of the said Treaty shall mean that at the time of the examination the 
Member State is not the subject of a Council decision under Article 126(6) of the said 
Treaty that an excessive deficit exists”. 

Article 126 sets out the excessive deficit procedure (EDP). According to Article 126(2) 
and (3), the European Commission prepares a report if a Member State does not fiilfil the 
requirements for fiscal discipline, in particular if: 

(a) the ratio of the planned or actual government deficit to GDP exceeds a reference 
value (defmed in the Protocol on the EDP as 3% of GDP), unless either: 

- the ratio has declined substantially and continuously and reached a level that 
comes dose to the reference value; or, altematively, 

- the excess over the reference value is only exceptional and temporary and the ratio 
remains dose to the reference value; 

(b) the ratio of government debt to GDP exceeds a reference value (defmed in the 
Protocol on the EDP as 60% of GDP), unless the ratio is sufficiently diminishing and 
approaching the reference value at a satisfactory pace. 

In addition, the report prepared by the Commission must take into account whether the 
government deficit exceeds government investment expenditure and all other relevant 
factors, including the medium-term economic and budgetary position of the Member 
State. The Commission may also prepare a report if, notwithstanding the fulfilment of the 
criteria, it is of the opinion that there is a risk of an excessive deficit in a Member State. 
The Economic and Financial Committee formulates an opinion on the Commission’ s 
report. Finally, in accordance with Article 126(6), the EU Council, on the basis of a 
recommendation from the Commission and having considered any observations which the 
Member State concerned may wish to make, decides, acting by qualified majority and 
excluding the Member State concerned, and following an overall assessment, whether an 
excessive deficit exists in a Member State. 
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The Treaty provisions under Article 126 are further clarified by Council Regulation (EC) 
No 1467/97/ which among other things: 

• confirms the equal footing of the debt criterion with the deficit criterion by making the 
former operational, while allowing for a three-year period of transition. Article 2(la) 
of the Regulation provides that when it exceeds the reference value, the ratio of the 
government debt to GDP shall be considered sufficiently diminishing and approaching 
the reference value at a satisfactory pace if the differential with respect to the 
reference value has decreased over the previous three years at an average rate of one 
twentieth per year as a benchmark, based on changes over the last three years for 
which the data are available. The requirement under the debt criterion shall also be 
considered to be fulfilled if the required reduction in the differential looks set to occur 
over a defined three-year period, based on the Commission’ s budgetary forecast. In 
implementing the debt reduction benchmark, the influence of the economic cycle on 
the pace of debt reduction shall be taken into account; 

• details the relevant factors that the Commission shall take into account when 
preparing a report under Article 126(3) of the Treaty. Most importantly, it specifies a 
series of factors considered relevant in assessing developments in medium-term 
economic, budgetary and government debt positions (see Article 2(3) of the 
Regulation and, below, details on the ensuing ECB analysis). 

Moreover, the Treaty on Stability, Coordination and Governance in the Economic and 
Monetary Union (TSCG), which builds on the provisions of the enhanced Stability and 
Growth Pact, was signed on 2 March 2012 by 25 EU Member States (all EU Member 
States except the United Kingdom, the Czech Republic and Croatia) and entered into force 
on 1 January 2013.^ Title III (Fiscal Compact) provides, inter alia, for a binding fiscal rule 
aimed at ensuring that the general government budget is balanced or in surplus. This rule 
is deemed to be respected if the annual structural balance meets the country-specific 
medium-term objective and does not exceed a deficit - in structural terms - of 0.5% of 
GDP. If the government debt ratio is significantly below 60% of GDP and risks to long- 
term fiscal sustainability are low, the medium-term objective can be set at a structural 
deficit of at most 1% of GDP. The TSCG also includes the debt reduction benchmark rule 
referred to in Council Regulation (EU) No 1177/2011, which has amended Council 
Regulation (EC) 1467/97.^ The signatory Member States are required to introduce in their 
Constitution - or equivalent law of higher level than the annual budget law - the stipulated 
fiscal rules accompanied by an automatic correction mechanism in case of deviation from 
the fiscal objective. 

With respect to the Treaty establishing the European Stability Mechanism (“ESM 
Treaty”), recital 7 provides that as a consequence of joining the euro area, an EU Member 


^ Council Regulation (EC) No 1467/97 of 7 July 1997 on speeding up and clarifying the 
implementation of the excessive deficit procedure, OJ L 209, 2.8.1997, p. 6. 

^ The TSCG applies also to those EU Member States with a derogation that have ratified it, as 
hom the date when the decision abrogating that derogation takes effect or as from an earlier 
date if the Member State concerned declares its intention to be bound at such earlier date by all 
or part of the provisions of the TSCG. 

^ Council Regulation (EU) No 1177/2011 of 8 November 2011 amending Regulation (EC) No 
1467/97 on speeding up and clarifying the implementation of the EDP, OJ L 306, 23.11.2011, 
p. 33. 
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State should become an ESM Member with full rights and obligations. Article 44 sets out 
the procedure for application and accession to the ESM."^ 

2 Application of Treaty provisions 

For the purpose of examining convergence, the ECB expresses its view on fiscal 
developments. With regard to sustainability, the ECB examines key indicators of fiscal 
developments from 2004 to 2013, the Outlook and the challenges for general government 
fmances, and focuses on the links between deficit and debt developments. The ECB 
provides an analysis with respect to the effectiveness of national budgetary frameworks, 
as referred to in Article 2(3)(b) of Council Regulation (EC) No 1467/97 and in Council 
Directive 2011/85/EU.^ Moreover, the expenditure benchmark rule as set out in Article 
9(1) of Council Regulation (EC) No 1466/97^ aims to ensure a proper fmancing of 
expenditure increases. Under the rule, inter alia, EU Member States that have not yet 
reached their medium-term budgetary objective should ensure that the annual growth of 
relevant primary expenditure does not exceed a reference medium-term rate of potential 
GDP growth, unless the excess is matched by discretionary revenue measures. With 
regard to Article 126, the ECB, in contrast to the Commission, has no formal role in the 
EDP. The ECB report only States whether the country is subject to an EDP. 

With regard to the Treaty Provision that a debt ratio of above 60% of GDP should be 
“sufficiently diminishing and approaching the reference value at a satisfactory pace”, the 
ECB examines past and future trends in the debt ratio. For EU Member States in which 
the debt ratio exceeds the reference value, the ECB provides, for illustrative purposes, a 
debt sustainability analysis, including with reference to the aforementioned debt reduction 
benchmark laid down in Article 2(la) of Council Regulation (EC) No 1467/97. 

The examination of fiscal developments is based on data compiled on a national accounts 
basis, in compliance with the ESA 95 (see Section 9 of Chapter 5). Most of the figures 
presented in this report were provided by the Commission in April 2014 and include 
government financial positions from 2004 to 2013 as well as Commission forecasts for 
2014. 


With regard to the sustainability of public fmances, the outcome in the reference year, 
2013, is reviewed in the light of the performance of the country under review over the past 


In Opinion CON/20 12/73, the ECB noted that Article 44 of the ESM Treaty provides that “the 
ESM Treaty shall be open for accession by other Member States of the EU upon their 
application for membership. These ‘other’ Member States are those which have not adopted the 
euro at the time of Signatare of the ESM Treaty. Article 44 of the ESM Treaty provides further 
that the Member State shall file with the ESM its application for membership after the adoption 
by the Council of the European Union of the decision to abrogate the Member State’ s 
derogation hom adopting the euro in accordance with Article 140(2) of the Treaty. Article 44 of 
the ESM Treaty also provides that, following the approval of the application for membership by 
the ESM’s Board of Governors, the new ESM Member shall accede upon deposit of the 
Instruments for accession with the Depository”. ECB opinions are available on the ECB ’s 
website at www.ecb.europa.eu . 

^ Council Directive 201 1/85/EU of 8 November 2011 on requirements for budgetary frameworks 
ofthe Member States, OJ L 306, 23.11.2011, p. 41. 

^ Council Regulation (EC) No 1466/97 of 7 July 1997 on the strengthening of the surveillance of 
budgetary positions and the surveillance and coordination of economic policies, OJ L 209, 
2.8.1997, p.l. 
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ten years. First, the development of the deficit ratio is investigated. It is considered useful 


to bear in mind that the change in a country’s annual deficit ratio is typically influenced by 


a variety of underlying forces. These influences are often divided into “cyclical effects” on 
the one hand, which reflect the reaction of deficits to changes in the economic cycle, and 
“non-cyclical effects” on the other, which are often taken to reflect structural or permanent 
adjustments to fiscal policies. However, such non-cyclical effects, as quantified in this 
report, cannot necessarily be seen as entirely reflecting a structural change to fiscal 
positions, because they include temporary effects on the budgetary balance stemming 
from the impact of both policy measures and special factors. Indeed, assessing how 
structural budgetary positions have changed during the crisis is particularly difficult in 
view of uncertainty over the level and growth rate of potential output. As regards other 
fiscal indicators, past government expenditure and revenue trends are also considered in 
more detail. 

As a further step, the development of the government debt ratio in this period is 
considered, as well as the factors underlying it, namely the difference between nominal 
GDP growth and interest rates, the primary balance and the deficit-debt adjustment. Such 
a perspective can offer further information on the extent to which the macroeconomic 
environment, in particular the combination of growth and interest rates, has affected the 
dynamics of debt. It can also provide more information on the contribution of fiscal 
consolidation efforts, as reflected in the primary balance, and on the role played by special 
factors, as included in the deficit-debt adjustment. In addition, the structure of government 
debt is considered, by focusing in particular on the shares of debt with a short-term 
maturity and foreign currency debt, as well as their development. By comparing these 
shares with the current level of the debt ratio, the sensitivity of fiscal balances to changes 
in exchange rates and interest rates can be highlighted. 

Turning to a forward-looking perspective, national budget plans and recent forecasts by 
the European Commission for 2014 are considered, and account is taken of the medium- 
term fiscal strategy, as reflected in the convergence Programme. This includes an 
assessment of the projected attainment of the country’s medium-term budgetary objective, 
as foreseen in the Stability and Growth Pact, as well as of the Outlook for the debt ratio on 
the basis of current fiscal policies. Finally, long-term challenges to the sustainability of 
budgetary positions and broad areas for consolidation are emphasised, particularly those 
related to the issue of unfunded government pension Systems in connection with 
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demographic change and to contingent liabilities incurred by the government, especially 
during the financial and economic crisis. 

In line with past practices, the analysis described above also covers most of the relevant 
factors identified in Article 2(3) of Council Regulation (EC) No 1467/97 as described in 
Box 2. 


With regard to exchange rate developments, the legal provisions and their application by 
the ECB are outlined in Box 3. 


Box 3 


EXCHANGE RATE DEVELOPMENTS 

1 Treaty provisions 

Article 140(1), third indent, of the Treaty requires the Convergence Report to examine the 
achievement of a high degree of sustainable convergence by reference to the fulfilment by 
each Member State of the following criterion: 

“the observance of the normal fluctuation margins provided for by the exchange-rate 
mechanism of the European Monetary System, for at least two years, without devaluing 
against the euro”. 

Article 3 of Protocol (No 13) on the convergence criteria referred to in Article 140 of the 
Treaty stipulates that: 

“The criterion on participation in the Exchange Rate mechanism of the European 
Monetary System referred to in the third indent of Article 140(1) of the said Treaty shall 
mean that a Member State has respected the normal fluctuation margins provided for by 
the exchange-rate mechanism on the European Monetary System without severe tensions 
for at least the last two years before the examination. In particular, the Member State shall 
not have devalued its currency’ s bilateral central rate against the euro on its own initiative 
for the same period.” 

2 Application of Treaty provisions 

With regard to exchange rate stability, the ECB examines whether the country has 
participated in ERM II (which superseded the ERM as of January 1999) for a period of at 
least two years prior to the convergence examination without severe tensions, in particular 
without devaluing against the euro. In cases of shorter periods of participation, exchange 
rate developments are described over a two-year reference period. 

The examination of exchange rate stability against the euro focuses on the exchange rate 
being dose to the ERM II central rate, while also taking into account factors that may 
have led to an appreciation, which is in line with the approach taken in the past. In this 
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respect, the width of the fluctuation band within ERM II does not prejudice the 
examination of the exchange rate stability criterion. 

Moreover, the issue of the absence of “severe tensions” is generally addressed by: i) 
examining the degree of deviation of exchange rates from the ERM II central rates against 
the euro; ii) using indicators such as exchange rate volatility vis-ä-vis the euro and its 
trend, as well as short-term interest rate differentials vis-ä-vis the euro area and their 
development; iii) considering the role played by foreign exchange interventions; and iv) 
considering the role of international financial assistance programmes in stabilising the 
currency. 

The reference period in this report is from 16 May 2012 to 15 May 2014. All bilateral 
exchange rates are official ECB reference rates (see Section 9 of Chapter 5). 


In addition to ERM II participation and nominal exchange rate developments against the 
euro over the period under review, evidence relevant to the sustainability of the current 
exchange rate is briefly reviewed. This is derived from the development of the real 
bilateral and effective exchange rates, export market shares and the current, Capital and 
financial accounts of the balance of payments. The evolution of gross external debt and 
the net international Investment position over longer periods are also examined. The 
section on exchange rate developments further considers measures of the degree of a 
country’s Integration with the euro area. This is assessed in terms of both external trade 
Integration (exports and imports) and financial Integration. Finally, the section on 
exchange rate developments reports, if applicable, whether the country under examination 
has benefited from central bank liquidity assistance or balance of payments Support, either 
bilaterally or multilaterally with the involvement of the IMF and/or the EU. Both actual 
and precautionary assistance are considered, including access to precautionary fmancing 
in the form of, for instance, the IMF ’s Flexible Credit Line. 


With regard to long-term interest rate developments, the legal provisions and their 
application by the ECB are outlined in Box 4. 


Box 4 


LONG-TERM INTEREST RATE DEVELOPMENTS 

1 Treaty provisions 

Article 140(1), fourth indent, of the Treaty requires the Convergence Report to examine 
the achievement of a high degree of sustainable convergence by reference to the fulfilment 
by each Member State of the following criterion: 
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“the durability of convergence achieved by the Member State with a derogation and of its 
participation in the exchange-rate mechanism being reflected in the long-term interest-rate 
levels”. 

Article 4 of Protocol (No 13) on the convergence criteria referred to in Article 140 of the 
Treaty stipulates that: 

“The criterion on the convergence of interest rates referred to in the fourth indent of 
Article 140(1) of the said Treaty shall mean that, observed over a period of one year 
before the examination, a Member State has had an average nominal long-term interest 
rate that does not exceed by more than two percentage points that of, at most, the three 
best performing Member States in terms of price stability. Interest rates shall be measured 
on the basis of long-term government bonds or comparable securities, taking into account 
differences in national defmitions”. 

2 Application of Treaty provisions 

In the context of this report, the ECB applies the Treaty provisions as outlined below. 

First, with regard to “an average nominal long-term interest rate” observed over “a period 
of one year before the examination”, the long-term interest rate has been calculated as an 
arithmetic average over the latest 12 months for which HICP data were available. The 
reference period considered in this report is from May 2013 to April 2014. 

Second, the notion of “at most, the three best performing Member States in terms of price 
stability”, which is used for the defmition of the reference value, has been applied by 
using the unweighted arithmetic average of the long-term interest rates of the same three 
Member States entering the calculation of the reference value for the criterion on price 
stability (see Box 1). Over the reference period considered in this report, the long-term 
interest rates of the three best performing countries in terms of price stability were 3.3% 
(Latvia), 3.5% (Ireland) and 5.8% (Portugal). As a result, the average rate is 4.2% and, 
adding 2 percentage points, the reference value is 6.2%. Interest rates have been measured 
on the basis of available harmonised long-term interest rates, which were developed for 
the purpose of examining convergence (see Section 9 of Chapter 5). 


As mentioned above, the Treaty makes explicit reference to the “durability of 
convergence” being reflected in the level of long-term interest rates. Therefore, 
developments over the reference period from May 2013 to April 2014 are reviewed 
against the background of the path of long-term interest rates over the past ten years (or 
otherwise the period for which data are available) and the main factors underlying 
differentials vis-ä-vis the average long-term interest rate prevailing in the euro area. 
Düring the reference period, the average euro area long-term interest rate partly reflected 
the high country-specific risk premia of several euro area countries. Therefore, the euro 
area AAA long-term government bond yield (i.e. the long-term yield of the euro area 
AAA yield curve, which includes the euro area countries with an AAA rating) is also used 
for comparison purposes. As background to this analysis, this report also provides 
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information about the size and development of the financial market. This is based on three 
indicators (the outstanding amount of debt securities issued by corporations, stock market 
capitalisation and domestic bank credit to the private sector), which, together, measure the 
size of financial markets. 


Finally, Article 140(1) of the Treaty requires this report to take account of several other 
relevant factors (see Box 5). In this respect, an enhanced economic governance framework 
in accordance with Article 121(6) of the Treaty entered into force on 13 December 2011 
with the aim of ensuring a closer coordination of economic policies and the sustained 
convergence of EU Member States’ economic performances. Box 5 below briefly recalls 
these legislative provisions and the way in which the above-mentioned additional factors 
are addressed in the assessment of convergence conducted by the ECB. 


Box 5 


OTHER RELEVANT FACTORS 

1 Treaty and other legal provisions 

Article 140(1) of the Treaty requires that: “The reports of the Commission and the 
European Central Bank shall also take account of the results of the Integration of markets, 
the Situation and development of the balances of payments on current account and an 
examination of the development of unit labour costs and other price indices”. 

In this respect, the ECB takes into account the legislative package on EU economic 
governance which entered into force on 13 December 2011. Building on the Treaty 
provisions under Article 121(6), the European Parliament and the EU Council adopted 
detailed rules for the multilateral surveillance procedure referred to in Articles 121(3) and 
121(4) of the Treaty. These rules were adopted “in order to ensure closer coordination of 
economic policies and sustained convergence of the economic performances of the 
Member States” (Article 121(3)), following the “need to draw lessons from the first 
decade of fimctioning of the economic and monetary union and, in particular, for 
improved economic governance in the Union built on stronger national ownership”.^ The 
new legislative package includes an enhanced surveillance framework (the 
macroeconomic imbalance procedure or MIP) aimed at preventing excessive 
macroeconomic imbalances and helping diverging EU Member States to establish 
corrective plans before divergence becomes entrenched. The MIP, with both preventive 
and corrective arms, applies to all EU Member States, except those which, being under an 
international financial assistance Programme, are already subject to closer scrutiny 
coupled with conditionality. The MIP includes an alert mechanism for the early detection 
of imbalances, based on a transparent scoreboard of indicators with alert thresholds for all 
EU Member States, combined with economic judgement. This judgement should take into 
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See Regulation (EU) No 1176/2011 of the European Parliament and of the Council of 
16 November 2011 on the prevention and correction of macroeconomic imbalances, recital 2. 
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account, inter alia, nominal and real convergence inside and outside the euro area.^ When 
assessing macroeconomic imbalances, this procedure should take due account of their 
severity and their potential negative economic and financial spillover effects, which 
aggravate the vulnerability of the EU economy and threaten the smooth fimctioning of 
EMU.^ 

2 Application of Treaty provisions 

In line with past practices, the additional factors referred to in Article 140(1) of the Treaty 
are reviewed in Chapter 5 under the headings of the individual criteria described in Boxes 
1 to 4. Regarding the elements of the MIP, most of the macroeconomic indicators have 
been referred to in this report in the past (some with different Statistical defmitions), as 
part of the wide ränge of additional backward and forward-looking economic indicators 
that are considered to be useful for examining the sustainability of convergence in greater 
detail, as required by Article 140 of the Treaty. For completeness, in Chapter 3 the 
scoreboard indicators (including in relation to the alert thresholds) are presented for the 
countries covered in this report, thereby ensuring the Provision of all available Information 
relevant to the detection of macroeconomic imbalances that may be hampering the 
achievement of a high degree of sustainable convergence as stipulated by Article 140(1) 
of the Treaty. Notably, EU Member States with a derogation that are subject to an 
excessive imbalance procedure can hardly be considered as having achieved a high degree 
of sustainable convergence as stipulated by Article 140(1) of the Treaty. 
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2.2 COMPATIBILITY OF NATIONAL LEGISLATION WITH THE TREATIES 

2.2.1 INTRODUCTION 

Article 140(1) of the Treaty requires the ECB (and the European Commission) to report, 
at least once every two years or at the request of a Member State with a derogation, to the 
Council on the progress made by the Member States with a derogation in fulfilling their 
obligations regarding the achievement of economic and monetary union. These reports 
must include an examination of the compatibility between the national legislation of each 
Member State with a derogation, including the Statutes of its NCB, and Articles 130 and 
131 of the Treaty and the relevant Articles of the Statute. This Treaty Obligation of 
Member States with a derogation is also referred to as Tegal convergence’. When 
assessing legal convergence, the ECB is not limited to making a formal assessment of the 
letter of national legislation, but may also consider whether the Implementation of the 
relevant provisions complies with the spirit of the Treaties and the Statute. The ECB is 
particularly concerned about any signs of pressure being put on the decision-making 
bodies of any Member State’s NCB which would be inconsistent with the spirit of the 
Treaty as regards central bank independence. The ECB also sees the need for the smooth 
and continuous functioning of the NCBs’ decision-making bodies. In this respect, the 
relevant authorities of a Member State have, in particular, the duty to take the necessary 
measures to ensure the timely appointment of a successor if the position of a member of 
an NCB ’s decision-making body becomes vacant.^^ The ECB will closely monitor any 
developments prior to making a positive final assessment concluding that a Member 
State’s national legislation is compatible with the Treaty and the Statute. 

MEMBER STATES WITH A DEROGATION AND LEGAL CONVERGENCE 

Bulgaria, the Czech Republic, Croatia, Lithuania, Hungary, Poland, Romania and Sweden, 

whose national legislation is examined in this report, each have the Status of a Member 
State with a derogation, i.e. they have not yet adopted the euro. Sweden was given the 
Status of a Member State with a derogation by a decision of the Council in May 1998.^^ 


Opinions CON/20 1 0/3 7 and CON/20 10/91. 

Council Decision 98/317/EC of 3 May 1998 in accordance with Article 109j(4) of the Treaty 
(OJ L 139, 11.5.1998, p. 30). Note: The title of Decision 98/317/EC refers to the Treaty 
establishing the European Community (prior to the renumbering of the Articles of this Treaty in 
accordance with Article 12 of the Treaty of Amsterdam); this Provision has been repealed by 
the Treaty of Lisbon. 
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As far as the other Member States are concerned, Articles 4^^ and 5^^ of the Acts 
concerning the conditions of accession provide that each of these Member States shall 
participate in Economic and Monetary Union from the date of accession as a Member 
State with a derogation within the meaning of Article 139 of the Treaty. This report does 
not cover Denmark or the United Kingdom, which are Member States with a special Status 
and which have not yet adopted the euro. 

Protocol (No 16) on certain provisions relating to Denmark, annexed to the Treaties, 
provides that, in view of the notice given to the Council by the Danish Government on 3 
November 1993, Denmark has an exemption and that the procedure for the abrogation of 
the derogation will only be initiated at the request of Denmark. As Article 130 of the 
Treaty applies to Denmark, Danmarks Nationalbank has to fulfil the requirements of 
central bank independence. The EMTs Convergence Report of 1998 concluded that this 
requirement had been fulfilled. There has been no assessment of Danish convergence 
since 1998 due to Denmark’ s special Status. Until such time as Denmark notifies the 
Council that it intends to adopt the euro, Danmarks Nationalbank does not need to be 
legally integrated into the Eurosystem and no Danish legislation needs to be adapted. 

According to Protocol (No 15) on certain provisions relating to the United Kingdom of 
Great Britain and Northern Ireland, annexed to the Treaties, the United Kingdom is under 
no Obligation to adopt the euro unless it notifies the Council that it intends to do so. On 30 
October 1997 the United Kingdom notified the Council that it did not intend to adopt the 
euro on 1 January 1999 and this Situation has not changed. Pursuant to this notification, 
certain provisions of the Treaty (including Articles 130 and 131) and of the Statute do not 
apply to the United Kingdom. Accordingly, there is no current legal requirement to ensure 
that national legislation (including the Bank of England’ s Statutes) is compatible with the 
Treaty and the Statute. 
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Act concerning the conditions of accession of the Czech Republic, the Republic of Estonia, the 
Republic of Cyprus, the Republic of Latvia, the Republic of Lithuania, the Republic of 
Hungary, the Republic of Malta, the Republic of Poland, the Republic of Slovenia and the 
Slovak Republic and the adjustments to the Treaties on which the European Union is founded 
(OJL236, 23.9.2003, p. 33). 

For Bulgaria and Romania, see Article 5 of the Act concerning the conditions of accession of 
the Republic of Bulgaria and Romania and the adjustments to the treaties on which the 
European Union is founded (OJ L 157, 21.6.2005, p. 203). For Croatia, see Article 5 of the Act 
concerning the conditions of accession of the Republic of Croatia and the adjustments to the 
Treaty on European Union, the Treaty on the Functioning of the European Union and the Treaty 
establishing the European Atomic Energy Community (OJ L 1 12, 24.4.2012, p. 21). 
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The aim of assessing legal convergence is to facilitate the Council’ s decisions as to which 
Member States fulfil ‘their obligations regarding the achievement of economic and 
monetary union’ (Article 140(1) of the Treaty). In the legal domain, such conditions refer 
in particular to central bank independence and to the NCBs’ legal Integration into the 
Eurosystem. 

STRUCTURE OF THE LEGAL ASSESSMENT 

The legal assessment broadly follows the framework of the previous reports of the ECB 
and the EMI on legal convergence.^'^ 

The compatibility of national legislation is considered in the light of legislation enacted 
before 20 March 2014. 

2.2.2 SCOPE OF ADAPTATION 
2.2.2.1 AREAS OF ADAPTATION 

For the purpose of identifying those areas where national legislation needs to be adapted, 
the following issues are examined: 

- compatibility with provisions on the independence of NCBs in the Treaty (Article 
130) and the Statute (Articles 7 and 14.2) and with provisions on confidentiality 
(Article 37 of the Statute); 

- compatibility with the prohibitions on monetary fmancing (Article 123 of the 
Treaty) and privileged access (Article 124 of the Treaty) and compatibility with 
the single spelling of the euro required by EU law; and 

- legal Integration of the NCBs into the Eurosystem (in particular as regards 
Articles 12.1 and 14.3 ofthe Statute). 


In particular the ECB ’s Convergence Reports of June 2013 (on Latvia), May 2012 (on Bulgaria, 
the Czech Republic, Latvia, Lithuania, Hungary, Poland, Romania and Sweden), May 2010 (on 
Bulgaria, the Czech Republic, Estonia, Latvia, Lithuania, Hungary, Poland, Romania and 
Sweden), May 2008 (on Bulgaria, the Czech Republic, Estonia, Latvia, Lithuania, Hungary, 
Poland, Romania, Slovakia and Sweden), May 2007 (on Cyprus and Malta), December 2006 
(on the Czech Republic, Estonia, Cyprus, Latvia, Hungary, Malta, Poland, Slovakia and 
Sweden), May 2006 (on Lithuania and Slovenia), October 2004 (on the Czech Republic, 
Estonia, Cyprus, Latvia, Lithuania, Hungary, Malta, Poland, Slovenia, Slovakia and Sweden), 
May 2002 (on Sweden) and April 2000 (on Greece and Sweden), and the EMTs Convergence 
Report of March 1998. 
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2.2.2.2 ‘COMPATIBILITY’ VERSUS ‘HARMONISATION’ 

Article 131 of the Treaty requires national legislation to be ‘compatible’ with the Treaties 
and the Statute; any incompatibility must therefore be removed. Neither the supremacy of 
the Treaties and the Statute over national legislation nor the nature of the incompatibility 
affects the need to comply with this Obligation. 

The requirement for national legislation to be ‘compatible’ does not mean that the Treaty 
requires ‘harmonisation’ of the NCBs’ Statutes, either with each other or with the Statute. 
National particularities may continue to exist to the extent that they do not infringe the 
EU’s exclusive competence in monetary matters. Indeed, Article 14.4 of the Statute 
permits NCBs to perform functions other than those specified in the Statute, to the extent 
that they do not interfere with the ESCB’s objectives and tasks. Provisions authorising 
such additional functions in NCBs’ Statutes are a clear example of circumstances in which 
differences may remain. Rather, the term ‘compatible’ indicates that national legislation 
and the NCBs’ Statutes need to be adjusted to eliminate inconsistencies with the Treaties 
and the Statute and to ensure the necessary degree of integration of the NCBs into the 
ESCB. In particular, any provisions that infringe an NCB’s independence, as defmed in 
the Treaty, and its role as an integral part of the ESCB, should be adjusted. It is therefore 
insufficient to rely solely on the primacy of EU law over national legislation to achieve 
this. 

The Obligation in Article 131 of the Treaty only covers incompatibility with the Treaties 
and the Statute. However, national legislation that is incompatible with secondary EU 
legislation should be brought into line with such secondary legislation. The primacy of EU 
law does not affect the Obligation to adapt national legislation. This general requirement 
derives not only from Article 131 of the Treaty but also from the case law of the Court of 
Justice of the European Union. 

The Treaties and the Statute do not prescribe the manner in which national legislation 
should be adapted. This may be achieved by referring to the Treaties and the Statute, or by 
incorporating provisions thereof and referring to their provenance, or by deleting any 
incompatibility, or by a combination of these methods. 

See, amongst others, Case 167/73 Commission of the European Communities v French 

Republic [1974] ECR 359 (‘Code du Travail Maritime’). 
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Furthermore, among other things as a tool for achieving and maintaining the compatibility 
of national legislation with the Treaties and the Statute, the ECB must be consulted by the 
EU institutions and by the Member States on draft legislative provisions in its fields of 
competence, pursuant to Articles 127(4) and 282(5) of the Treaty and Article 4 of the 
Statute. Council Decision 98/415/EC of 29 June 1998 on the consultation of the European 
Central Bank by national authorities regarding draft legislative provisions expressly 
requires Member States to take the measures necessary to ensure compliance with this 
Obligation. 

2.2.3 INDEPENDENCE OF NCBS 

As far as central bank independence and confidentiality are concerned, national legislation 
in the Member States that joined the EU in 2004, 2007 or 2013 had to be adapted to 
comply with the relevant provisions of the Treaty and the Statute, and be in force on 1 
May 2004, 1 January 2007 and 1 July 2013 respectively. Sweden had to bring the 
necessary adaptations into force by the date of establishment of the ESCB on 1 June 1998. 

CENTRAL BANK INDEPENDENCE 

In November 1995, the EMI established a list of features of central bank independence 
(later described in detail in its 1998 Convergence Report) which were the basis for 
assessing the national legislation of the Member States at that time, in particular the 
NCBs’ Statutes. The concept of central bank independence includes various types of 
independence that must be assessed separately, namely: functional, institutional, personal 
and financial independence. Over the past few years there has been further refmement of 
the analysis of these aspects of central bank independence in the opinions adopted by the 
ECB. These aspects are the basis for assessing the level of convergence between the 
national legislation of the Member States with a derogation and the Treaties and the 
Statute. 

FUNCTIONAL INDEPENDENCE 

Central bank independence is not an end in itself, but is instrumental in achieving an 
objective that should be clearly defmed and should prevail over any other objective. 
Functional independence requires each NCB’s primary objective to be stated in a clear 

OJL 189, 3.7.1998, p. 42. 
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and legally certain way and to be fully in line with the primary objective of price stability 
established by the Treaty. It is served by providing the NCBs with the necessary means 
and instruments for achieving this objective independently of any other authority. The 
Treaty’ s requirement of central bank independence reflects the generally held view that 
the primary objective of price stability is best served by a fully independent institution 
with a precise definition of its mandate. Central bank independence is fully compatible 
with holding NCBs accountable for their decisions, which is an important aspect of 
enhancing confidence in their independent Status. This entails transparency and dialogue 
with third parties. 

As regards timing, the Treaty is not clear about when the NCBs of Member States with a 
derogation must comply with the primary objective of price stability set out in Articles 
127(1) and 282(2) of the Treaty and Article 2 of the Statute. For those Member States that 
joined the EU after the date of the introduction of the euro in the EU, it is not clear 
whether this Obligation should run from the date of accession or from the date of their 
adoption of the euro. While Article 127(1) of the Treaty does not apply to Member States 
with a derogation (see Article 139(2)(c) of the Treaty), Article 2 of the Statute does apply 
to such Member States (see Article 42.1 of the Statute). The ECB takes the view that the 
Obligation of the NCBs to have price stability as their primary objective runs from 1 June 
1998 in the case of Sweden, and from 1 May 2004, 1 January 2007 and 1 July 2013 for the 
Member States that joined the EU on those dates. This is based on the fact that one of the 
guiding principles of the EU, namely price stability (Article 119 of the Treaty), also 
applies to Member States with a derogation. It is also based on the Treaty objective that all 
Member States should strive for macroeconomic convergence, including price stability, 
which is the intention behind the regulär reports of the ECB and the European 
Commission. This conclusion is also based on the underlying rationale of central bank 
independence, which is only justified if the Overall objective of price stability has 
primacy. 

The country assessments in this report are based on these conclusions as to the timing of 
the Obligation of the NCBs of Member States with a derogation to have price stability as 
their primary objective. 
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INSTITUTIONAL INDEPENDENCE 

The principle of institutional independence is expressly referred to in Article 130 of the 
Treaty and Article 7 of the Statute. These two articles prohibit the NCBs and members of 
their decision-making bodies from seeking or taking instructions from EU institutions or 
bodies, from any government of a Member State or from any other body. In addition, they 
prohibit EU institutions, bodies, Offices or agencies, and the governments of the Member 
States from seeking to influence those members of the NCBs’ decision-making bodies 
whose decisions may affect the fulfilment of the NCBs’ ESCB-related tasks. If national 
legislation mirrors Article 130 of the Treaty and Article 7 of the Statute, it should reflect 
both prohibitions and not narrow the scope of their application.^^ 

Whether an NCB is organised as a state-owned body, a special public law body or simply 
a public limited Company, there is a risk that influence may be exerted by the owner on its 
decision-making in relation to ESCB-related tasks by virtue of such ownership. Such 
influence, whether exercised through shareholders’ rights or otherwise, may affect an 
NCB ’s independence and should therefore be limited by law. 

Prohibition on giving instructions 

Rights of third parties to give instructions to NCBs, their decision-making bodies or their 
members are incompatible with the Treaty and the Statute as far as ESCB-related tasks are 
concerned. 

Any involvement of an NCB in the application of measures to strengthen financial 
stability must be compatible with the Treaty, i.e. NCBs’ functions must be performed in a 
manner that is fully compatible with their functional, institutional, and financial 
independence so as to safeguard the proper performance of their tasks under the Treaty 
and the Statute. To the extent that national legislation provides for a role of an NCB that 
goes beyond advisory functions and requires it to assume additional tasks, it must be 
ensured that these tasks will not affect the NCB’s ability to carry out its ESCB-related 
tasks from an operational and financial point of view.^^ Additionally, the inclusion of 
NCB representatives in collegiate decision-making supervisory bodies or other authorities 


OpinionCON/20 11/104, 
OpinionCON/20 10/31. 
OpinionCON/2009/93. 
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would need to give due consideration to safeguards for the personal independence of the 
members of the NCB’s decision-making bodies.^^ 

Prohibition on approving, suspending, annulling ordeferring decisions 

Rights of third parties to approve, suspend, annul or defer an NCB’s decisions are 

incompatible with the Treaty and the Statute as far as ESCB-related tasks are concerned. 

Prohibition on censoring decisions on legal grounds 

A right for bodies other than independent courts to censor, on legal grounds, decisions 
relating to the performance of ESCB-related tasks is incompatible with the Treaty and the 
Statute, since the performance of these tasks may not be reassessed at the political level. A 
right of an NCB Governor to suspend the implementation of a decision adopted by the 
ESCB or by an NCB decision-making body on legal grounds and subsequently to submit 
it to a political body for a final decision would be equivalent to seeking instructions from 
third parties. 

Prohibition on participation in decision-making bodies of an NCB with a 
right to vote 

Participation by representatives of third parties in an NCB’s decision-making body with a 
right to vote on matters concerning the performance by the NCB of ESCB-related tasks is 
incompatible with the Treaty and the Statute, even if such vote is not decisive. 

Prohibition on ex ante consultation relating to an NCB’s decision 

An express statutory Obligation for an NCB to consult third parties ex ante relating to an 

NCB’s decision provides third parties with a formal mechanism to influence the final 
decision and is therefore incompatible with the Treaty and the Statute. 

However, dialogue between an NCB and third parties, even when based on statutory 
obligations to provide information and exchange views, is compatible with central bank 
independence provided that: 

- this does not result in interference with the independence of the members of the 
NCB’s decision-making bodies; 

- the special Status of Governors in their capacity as members of the ECB ’s 
decision-making bodies is fiilly respected; and 

OpinionCON/20 10/94. 
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- confidentiality requirements resulting from the Statute are observed. 

Discharge provided for the duties of members of the NCB’s decision- 
making bodies 

Statutory provisions regarding the discharge provided by third parties (e.g. governments) 
regarding the duties of members of the NCB’s decision-making bodies (e.g. in relation to 
accounts) should contain adequate safeguards, so that such a power does not impinge on 
the capacity of the individual NCB member independently to adopt decisions in respect of 
ESCB-related tasks (or implement decisions adopted at ESCB level). Inclusion of an 
express Provision to this effect in NCB Statutes is recommended. 

PERSONAL INDEPENDENCE 

The Statute’s Provision on security of tenure for members of NCBs’ decision-making 
bodies further safeguards central bank independence. NCB Governors are members of the 
General Council of the ECB and will be members of the Governing Council upon 
adoption of the euro by their Member States. Article 14.2 of the Statute provides that NCB 
Statutes must, in particular, provide for a minimum term of office of five years for 
Governors. It also protects against the arbitrary dismissal of Governors by providing that 
Governors may only be relieved from office if they no longer fulfil the conditions required 
for the performance of their duties or if they have been guilty of serious misconduct, with 
the possibility of recourse to the Court of Justice of the European Union. NCB Statutes 
must comply with this Provision as set out below. 

Article 130 of the Treaty prohibits national governments and any bodies from influencing 
the members of NCBs’ decision-making bodies in the performance of their tasks. In 
particular, Member States may not seek to influence the members of the NCB’s decision- 
making bodies by amending national legislation affecting their remuneration, which, as a 
matter of principle, should apply only for future appointments.^^ 

Minimum term of office for Governors 

In accordance with Article 14.2 of the Statute, NCB Statutes must provide for a minimum 
term of office of five years for a Governor. This does not preclude longer terms of office, 
while an indefinite term of office does not require adaptation of the Statutes provided the 
grounds for the dismissal of a Governor are in line with those of Article 14.2 of the 

See, for example, Opinions CON/2010/56, CON/2010/80, CON/201 1/104 and CON/201 1/106. 
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Statute. National legislation which provides for a compulsory retirement age should 
ensure that the retirement age does not interrupt the minimum term of office provided by 
Article 14.2 of the Statute, which prevails over any compulsory retirement age, if 
applicable to a Governor. When an NCB’s Statutes are amended, the amending law 
should safeguard the security of tenure of the Governor and of other members of decision- 
making bodies who are involved in the performance of ESCB-related tasks. 

Grounds for dismissal of Governors 

NCB Statutes must ensure that Governors may not be dismissed for reasons other than 
those mentioned in Article 14.2 of the Statute. The purpose of this requirement is to 
prevent the authorities involved in the appointment of Governors, particularly the 
government or parliament, from exercising their discretion to dismiss a Governor. NCB 
Statutes should either refer to Article 14.2 of the Statute, or incorporate its provisions and 
refer to their provenance, or delete any incompatibility with the grounds for dismissal laid 
down in Article 14.2, or omit any mention of grounds for dismissal (since Article 14.2 is 
directly applicable). Once elected or appointed, Governors may not be dismissed under 
conditions other than those mentioned in Article 14.2 of the Statute even if the Governors 
have not yet taken up their duties. 

Security of tenure and grounds for dismissal of members of NCBs’ 
decision-making bodies, other than Governors, who are involved in the 
performance of ESCB-related tasks 

Personal independence would be jeopardised if the same rules for the security of tenure 
and grounds for dismissal of Governors were not also to apply to other members of the 
decision-making bodies of NCBs involved in the performance of ESCB-related tasks. 
Various Treaty and Statute provisions require comparable security of tenure. Article 14.2 
of the Statute does not restrict the security of tenure of office to Governors, while Article 
130 of the Treaty and Article 7 of the Statute refer to ‘members of the decision-making 
bodies’ of NCBs, rather than to Governors specifically. This applies in particular where a 
Governor is ‘first among equals’ with colleagues with equivalent voting rights or where 
such other members are involved in the performance of ESCB-related tasks. 


OpinionCON/2012/89. 

The main formative ECB opinions in this area are: CON/2004/35; CON/2005/26; 
CON/2006/32; CON/2006/44; and CON/2007/6. 
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Right of judicial review 

Members of the NCBs’ decision-making bodies must have the right to submit any 
decision to dismiss them to an independent court of law, in order to limit the potential for 
political discretion in evaluating the grounds for their dismissal. 

Article 14.2 of the Statute stipulates that NCB Governors who have been dismissed from 
Office may refer such a decision to the Court of Justice of the European Union. National 
legislation should either refer to the Statute or remain silent on the right to refer such 
decision to the Court of Justice of the European Union (as Article 14.2 of the Statute is 
directly applicable). 

National legislation should also provide for a right of review by the national courts of a 
decision to dismiss any other member of the decision-making bodies of the NCB involved 
in the performance of ESCB-related tasks. This right can either be a matter of general law 
or can take the form of a specific Provision. Even though this right may be available under 
the general law, for reasons of legal certainty it could be advisable to provide specifically 
for such a right of review. 

Safeguards against conflicts of Interest 

Personal independence also entails ensuring that no conflict of interest arises between the 
duties of members of NCB decision-making bodies involved in the performance of ESCB- 
related tasks in relation to their respective NCBs (and of Governors in relation to the 
ECB) and any other functions which such members of decision-making bodies may have 
and which may jeopardise their personal independence. As a matter of principle, 
membership of a decision-making body involved in the performance of ESCB-related 
tasks is incompatible with the exercise of other functions that might create a conflict of 
interest. In particular, members of such decision-making bodies may not hold an office or 
have an interest that may influence their activities, whether through office in the executive 
or legislative branches of the state or in regional or local administrations, or through 
involvement in a business Organisation. Particular care should be taken to prevent 
potential conflicts of interest on the part of non-executive members of decision-making 
bodies. 

FINANCIAL INDEPENDENCE 

Even if an NCB is fully independent from a functional, institutional and personal point of 
view (i.e. this is guaranteed by the NCB ’s Statutes), its Overall independence would be 


ECB 



Convergence Report 
June 2014 



Deutscher Bundestag - 18. Wahlperiode 


-329- 


Drucksache 18/1730 


32 


jeopardised if it could not autonomously avail itself of sufficient financial resources to 
fulfil its mandate (i.e. to perform the ESCB-related tasks required of it under the Treaty 
and the Statute). 

Member States may not put their NCBs in a position where they have insufficient 
financial resources to carry out their ESCB or Eurosystem-related tasks, as applicable. It 
should be noted that Articles 28.1 and 30.4 of the Statute provide for the possibility of the 
ECB making further calls on the NCBs to contribute to the ECB ’s Capital and to make 
further transfers of foreign reserves.^"^ Moreover, Article 33.2 of the Statute provides^^ 
that, in the event of a loss incurred by the ECB which cannot be fully offset against the 
general reserve fund, the ECB ’s Governing Council may decide to offset the remaining 
loss against the monetary income of the relevant financial year in proportion to and up to 
the amounts allocated to the NCBs. The principle of financial independence means that 
compliance with these provisions requires an NCB to be able to perform its functions 
unimpaired. 

Additionally, the principle of financial independence requires an NCB to have sufficient 
means not only to perform its ESCB-related tasks but also its national tasks (e.g. fmancing 
its administration and own operations). 

For all the reasons mentioned above, financial independence also implies that an NCB 
should always be sufficiently capitalised. In particular, any Situation should be avoided 
whereby for a prolonged period of time an NCB ’s net equity is below the level of its 
statutory Capital or is even negative, including where losses beyond the level of Capital 
and the reserves are carried over. Any such Situation may negatively impact on the NCB ’s 
ability to perform its ESCB-related tasks but also its national tasks. Moreover, such a 
Situation may affect the credibility of the Eurosystem’ s monetary policy. Therefore, the 
event of an NCB ’s net equity becoming less than its statutory Capital or even negative 
would require that the respective Member State provides the NCB with an appropriate 
amount of Capital at least up to the level of the statutory Capital within a reasonable period 
of time so as to comply with the principle of financial independence. As concerns the 
ECB, the relevance of this issue has already been recognised by the Council by adopting 
Council Regulation (EC) No 1009/2000 of 8 May 2000 concerning Capital increases of the 


Article 30.4 of the Statute only applies within the Eurosystem. 
Article 33.2 of the Statute only applies within the Eurosystem. 
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European Central Bank.^^ It enabled the Governing Council of the ECB to decide on an 
actual increase of the ECB ’s Capital to sustain the adequacy of the Capital base to support 
the operations of the ECB;^^ NCBs should be fmancially able to respond to such ECB 
decision. 

The concept of financial independence should be assessed from the perspective of whether 
any third party is able to exercise either direct or indirect influence not only over an 
NCB’s tasks but also over its ability to fulfil its mandate, both operationally in terms of 
manpower, and fmancially in terms of appropriate financial resources. The aspects of 
financial independence set out below are particularly relevant in this respect.^^ These are 
the features of financial independence where NCBs are most vulnerable to outside 
influence. 

Determination of budget 

If a third party has the power to determine or influence an NCB’s budget, this is 
incompatible with financial independence unless the law provides a safeguard clause so 
that such a power is without prejudice to the financial means necessary for carrying out 
the NCB’s ESCB-related tasks. 

The accounting rules 

The accounts should be drawn up either in accordance with general accounting rules or in 
accordance with rules specified by an NCB’s decision-making bodies. If, instead, such 
rules are specified by third parties, the rules must at least take into account what has been 
proposed by the NCB’s decision-making bodies. 

The annual accounts should be adopted by the NCB’s decision-making bodies, assisted by 
independent accountants, and may be subject to ex post approval by third parties (e.g. the 
government or parliament). The NCB’s decision-making bodies should be able to decide 
on the calculation of the profits independently and professionally. 


OJL 115, 16.5.2000, p. 1. 

Decision ECB/2010/26 of 13 December 2010 on the increase of the ECB ’s Capital (OJ L 11, 
15.1.2011, p. 53). 

The main formative ECB opinions in this area are: CON/2002/16; CON/2003/22; 
CON/2003/27; CON/2004/1; CON/2006/38; CON/2006/47; CON/2007/8; CON/2008/13; 
CON/2008/68 and CON/2009/32. 
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Where an NCB’s operations are subject to the control of a state audit office or similar 
body charged with Controlling the use of public fmances, the scope of the control should 
be clearly defined by the legal framework, should be without prejudice to the activities of 
the NCB’s independent extemal auditors^^ and further, in line with the principle of 
institutional independence, it should comply with the prohibition on giving instructions to 
an NCB and its decision-making bodies and should not interfere with the NCB’s ESCB- 
related tasks.^^ The state audit should be done on a non-political, independent and purely 
Professional basis. 

Distribution of profits, NCBs’ Capital and financial provisions 

With regard to profit allocation, an NCB’s Statutes may prescribe how its profits are to be 

allocated. In the absence of such provisions, decisions on the allocation of profits should 
be taken by the NCB’s decision-making bodies on Professional grounds, and should not be 
subject to the discretion of third parties unless there is an express safeguard clause stating 
that this is without prejudice to the financial means necessary for carrying out the NCB’s 
ESCB-related tasks as well as national tasks. 

Profits may be distributed to the State budget only after any accumulated losses from 
previous years have been covered^^ and financial provisions deemed necessary to 
safeguard the real value of the NCB’s Capital and assets have been created. Temporary or 
ad hoc legislative measures amounting to instructions to the NCBs in relation to the 
distribution of their profits are not admissible.^^ Similarly, a tax on an NCB’s unrealised 
Capital gains would also impair the principle of financial independence.^^ 

A Member State may not impose reductions of Capital on an NCB without the ex ante 
agreement of the NCB’s decision-making bodies, which must aim to ensure that it retains 
sufficient financial means to fulfil its mandate under Article 127(2) of the Treaty and the 
Statute as a member of the ESCB. For the same reason, any amendment to the profit 
distribution rules of an NCB should only be initiated and decided in Cooperation with the 
NCB, which is best placed to assess its required level of reserve capital.^"^ As regards 


For the activities of the independent external auditors of the NCBs see Article 27.1 of the 
Statute. 

Opinions CON/20 1 1/9 and CON/20 11/53. 

OpinionCON/2009/85. 

Opinion CON/2009/26 and Opinion CON/20 13/15. 

Opinion CON/2009/63 and Opinion CON/2009/59. 

Opinion CON/2009/83 and Opinion CON/2009/53. 
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financial provisions or buffers, NCBs must be free to independently create financial 
provisions to safeguard the real value of their Capital and assets. Member States may also 
not hamper NCBs from building up their reserve Capital to a level which is necessary for a 
member of the ESCB to fulfil its tasks.^^ 

Financial liability for supervisory authorities 

Most Member States place their financial supervisory authorities within their NCB. This is 
unproblematic if such authorities are subject to the NCB ’s independent decision-making. 
However, if the law provides for separate decision-making by such supervisory 
authorities, it is important to ensure that decisions adopted by them do not endanger the 
fmances of the NCB as a whole. In such cases, national legislation should enable the NCB 
to have ultimate control over any decision by the supervisory authorities that could affect 
an NCB’s independence, in particular its financial independence. 

Autonomy in staff matters 

Member States may not impair an NCB’s ability to employ and retain the qualified staff 
necessary for the NCB to perform independently the tasks conferred on it by the Treaty 
and the Statute. Also, an NCB may not be put into a position where it has limited control 
or no control over its staff, or where the government of a Member State can influence its 
policy on staff matters. Any amendment to the legislative provisions on the 
remuneration for members of an NCB’s decision-making bodies and its employees should 
be decided in close and effective Cooperation with the NCB, taking due account of its 
views, to ensure the ongoing ability of the NCB to independently carry out its tasks. 
Autonomy in staff matters extends to issues relating to staff pensions. 

Ownership and property rights 

Rights of third parties to intervene or to issue instructions to an NCB in relation to the 
property held by an NCB are incompatible with the principle of financial independence. 


Opinion CON/2009/26. 

Opinion CON/2008/9, Opinion CON/2008/10 and Opinion CON/2012/89. 

The main Opinions are CON/20 10/42, CON/20 10/51, CON/20 10/56, CON/20 10/69, 
CON/2010/80, CON/201 1/104, CON/201 1/106, CON/2012/6, CON/2012/86 and CON/2014/7. 
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2.2.4 CONFIDENTIALITY 

The Obligation of Professional secrecy for ECB and NCB staff under Article 37 of the 
Statute may give rise to similar provisions in NCBs’ Statutes or in the Member States’ 
legislation. The primacy of EU law and rules adopted thereunder also means that national 
laws on access by third parties to documents may not lead to infringements of the ESCB’s 
confidentiality regime. The access of a state audit office or similar body to an NCB ’s 
Information and documents must be limited and must be without prejudice to the ESCB’s 
confidentiality regime to which the members of NCBs’ decision-making bodies and staff 
are subject. NCBs should ensure that such bodies protect the confidentiality of 
information and documents disclosed at a level corresponding to that applied by the 
NCBs. 

2.2.5 PROHIBITION ON MONETARY FINANCING AND PRIVILEGED 
ACCESS 

On the monetary fmancing prohibition and the prohibition on privileged access, the 
national legislation of the Member States that joined the EU in 2004, 2007 or 2013 had to 
be adapted to comply with the relevant provisions of the Treaty and the Statute and be in 
force on 1 May 2004, 1 January 2007 and 1 July 2013 respectively. Sweden had to bring 
the necessary adaptations into force by 1 January 1995. 

2.2.5.1 PROHIBITION ON MONETARY FINANCING 

The monetary fmancing prohibition is laid down in Article 123(1) of the Treaty, which 
prohibits overdraft facilities or any other type of credit facility with the ECB or the NCBs 
of Member States in favour of EU institutions, bodies, Offices or agencies, central 
governments, regional, local or other public authorities, other bodies governed by public 
law, or public undertakings of Member States; and the purchase directly from these public 
sector entities by the ECB or NCBs of debt instruments. The Treaty contains one 
exemption from the prohibition; it does not apply to publicly-owned credit institutions 
which, in the context of the supply of reserves by central banks, must be given the same 
treatment as private credit institutions (Article 123(2) of the Treaty). Moreover, the ECB 
and the NCBs may act as fiscal agents for the public sector bodies referred to above 
(Article 21.2 of the Statute). The precise scope of application of the monetary fmancing 
prohibition is further clarified by Council Regulation (EC) No 3603/93 of 13 December 
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1993 specifying definitions for the application of the prohibitions referred to in Articles 
104 and 104b (1) of the Treaty which makes it clear that the prohibition includes any 
fmancing of the public sector’s obligations vis-ä-vis third parties. 

The monetary fmancing prohibition is of essential importance to ensuring that the primary 
objective of monetary policy (namely to maintain price stability) is not impeded. 
Furthermore, central bank fmancing of the public sector lessens the pressure for fiscal 
discipline. Therefore the prohibition must be interpreted extensively in order to ensure its 
strict application, subject only to the limited exemptions contained in Article 123(2) of the 
Treaty and Regulation (EC) No 3603/93. Thus, even if Article 123(1) of the Treaty refers 
specifically to ‘credit facilities’, i.e. with the Obligation to repay the funds, the prohibition 
applies a fortiori to other forms of funding, i.e. without the Obligation to repay. 

The ECB ’s general stance on the compatibility of national legislation with the prohibition 
has primarily been developed within the framework of consultations of the ECB by 
Member States on draft national legislation under Articles 127(4) and 282(5) of the 
Treaty.^^ 

NATIONAL LEGISLATION TRANSPOSING THE MONETARY FINANCING 
PROHIBITION 

In general, it is unnecessary to transpose Article 123 of the Treaty, supplemented by 
Regulation (EC) No 3603/93, into national legislation as they are both directly applicable. 
If, however, national legislative provisions mirror these directly applicable EU provisions, 
they may not narrow the scope of application of the monetary fmancing prohibition or 
extend the exemptions available under EU law. For example, national legislation 
providing for the fmancing by the NCB of a Member State’s financial commitments to 
international financial institutions (other than the IMF in the capacities foreseen in 
Regulation (EC) No 3603/93"^^) or to third countries is incompatible with the monetary 
fmancing prohibition. 


OJ L 332, 31.12.1993, p. 1. Articles 104 and 104b(l) of the Treaty establishing the European 
Community are now Articles 123 and 125(1) of the Treaty. 

See Convergence Report 2008, page 23, footnote 13, containing a list of formative EMI/ECB 
opinions in this area adopted between May 1995 and March 2008. Other formative ECB 
opinions in this area are: CON/2008/46; CON/2008/80; CON/2009/59 and CON/2010/4. 
OpinionCON/2013/16. 
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FINANCING OF THE PUBLIC SECTOR OR OF PUBLIC SECTOR 
OBLIGATIONS TO THIRD PARTIES 

National legislation may not require an NCB to finance either the performance of 
functions by other public sector bodies or the public sector’s obligations vis-ä-vis third 
parties. For example, national laws authorising or requiring an NCB to finance judicial or 
quasi-judicial bodies that are independent of the NCB and operate as an extension of the 
state are incompatible with the monetary fmancing prohibition. If an NCB is to be 
entrusted with a new task, that is not a central banking task, it needs to be adequately 
remunerated."^^ Moreover, in line with the prohibition on monetary fmancing, an NCB 
may not finance any resolution fund or deposit guarantee scheme/^ No bridge fmancing 
may be provided by an NCB to enable a Member State to honour its obligations in respect 
of State guarantees of bank liabilities."^^ However, the Provision of resources by an NCB 
to a supervisory authority does not give rise to monetary fmancing concerns insofar as the 
NCB will be fmancing the performance of a legitimate financial supervisory task under 
national law as part of its mandate, or as long as the NCB can contribute to and have 
influence on the decision-making of the supervisory authorities/"^ 

Also, the distribution of central bank profits which have not been fully realised, accounted 
for and audited does not comply with the monetary fmancing prohibition. To comply with 
the monetary fmancing prohibition, the amount distributed to the State budget pursuant to 
the applicable profit distribution rules cannot be paid, even partially, from the NCB ’s 
reserve Capital. Therefore, profit distribution rules should leave unaffected the NCB ’s 
reserve Capital. Moreover, when NCB assets are transferred to the State, they must be 
remunerated at market value and the transfer should take place at the same time as the 
remuneration."^^ 

Similarly, intervention in the performance of other Eurosystem tasks, such as the 
management of foreign reserves, by introducing taxation of theoretical and unrealised 
Capital gains is not permitted."^^ 


38 


OpinionCON/20 13/29. 

Opinions CON/201 1/103 and CON/2012/22. See also section entitled ‘Financial support for 
deposit insurance and investor compensation schemes’ for some specific cases. 
OpinionCON/2012/4. 

OpinionCON/2010/4. 

Opinions CON/20 11/91 and CON/20 11/99. 

OpinionCON/2009/63. 
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ASSUMPTION OF PUBLIC SECTOR LIABILITIES 

National legislation which requires an NCB to take over the liabilities of a previously 
independent public body, as a result of a national reorganisation of certain tasks and duties 
(for example, in the context of a transfer to the NCB of certain supervisory tasks 
previously carried out by the state or independent public authorities or bodies), without 
fully insulating the NCB from all financial obligations resulting from the prior activities of 
such a body, would be incompatible with the monetary fmancing prohibition."^^ 

FINANCIAL SUPPORT FOR CREDIT AND/OR FINANCIAL INSTITUTIONS 

National legislation which provides for fmancing by an NCB, granted independently and 

at their full discretion, of credit institutions other than in connection with central banking 
tasks (such as monetary policy, payment Systems or temporary liquidity Support 
operations), in particular the Support of insolvent credit and/or other financial institutions, 
would be incompatible with the monetary fmancing prohibition. 

This applies, in particular, to the Support of insolvent credit institutions. The rationale is 
that by fmancing an insolvent credit institution, an NCB would be assuming a State task."^^ 
The same concems apply to the Eurosystem fmancing of a credit institution which has 
been recapitalised to restore its solvency by way of a direct placement of state-issued debt 
instruments where no alternative market-based funding sources exist (hereinafter 
‘recapitalisation bonds’), and where such bonds are to be used as collateral. In such case 
of a state recapitalisation of a credit institution by way of direct placement of 
recapitalisation bonds, the subsequent use of the recapitalisation bonds as collateral in 
central bank liquidity operations raises monetary fmancing concerns.'^^ 

Emergency liquidity assistance, granted by an NCB independently and at its fiill discretion 
to a solvent credit institution on the basis of collateral security in the form of a State 
guarantee, has to meet the following criteria: (i) it must be ensured that the credit provided 
by the NCB is as short term as possible; (ii) there must be systemic stability aspects at 
Stake; (iii) there must be no doubts as to the legal validity and enforceability of the State 
guarantee under applicable national law; and (iv) there must be no doubts as to the 


OpinionCON/20 13/56. 

OpinionCON/2013/5. 

Opinions CON/2012/50, CON/2012/64, and CON/2012/71. 
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economic adequacy of the State guarantee, which should cover both principal and interest 
on the loans.^^ 

To this end, inserting references to Article 123 of the Treaty in national legislation should 
be considered. 

FINANCIAL SUPPORT FOR DEPOSIT INSURANCE AND INVESTOR 
COMPENSATION SCHEMES 

The Deposit Guarantee Schemes Directive^^ and the Investor Compensation Schemes 
Directive^^ provide that the costs of fmancing deposit guarantee schemes and Investor 
compensation schemes must be borne, respectively, by credit institutions and investment 
firms themselves. National legislation which provides for the fmancing by an NCB of a 
national deposit insurance scheme for credit institutions or a national Investor 
compensation scheme for investment firms would be compatible with the monetary 
fmancing prohibition only if it were short term, addressed urgent situations, systemic 
stability aspects were at stäke, and decisions were at the NCB’s discretion. To this end, 
inserting references to Article 123 of the Treaty in national legislation should be 
considered. When exercising its discretion to grant a loan, the NCB must ensure that it is 
not de facto taking over a State task.^^ In particular, central bank support for deposit 
guarantee schemes should not amount to a systematic pre-funding Operation. 

In line with the prohibition of monetary fmancing, an NCB may not fmance any resolution 
fund. Where an NCB acts as resolution authority, it should in no event assume or fmance 
any Obligation of either a bridge institution or an asset management vehicle.^^ 

FISCAL AGENCY FUNCTION 

Article 21.2 of the Statute establishes that the ‘ECB and the national central banks may act 
as fiscal agents’ for ‘Union institutions, bodies, Offices or agencies, central governments, 
regional local or other public authorities, other bodies governed by public law, or public 
undertakings of Member States.’ The purpose of Article 21.2 of the Statute is, following 


Opinion CON/2012/4, footnote 42 referring to fürther relevant Opinions in this field. 

Recital 23 of Directive 94/19/EC of the European Parliament and of the Council of 30 May 
1994 on deposit-guarantee schemes (OJ L 135, 31.5.1994, p. 5). 

Recital 23 of Directive 97/9/EC of the European Parliament and of the Council of 3 March 1997 
on investor-compensation schemes (OJ L 84, 26.3.1997, p. 22). 

Opinion CON/20 11/83. 

Opinion CON/20 11/84. 

Opinions CON/201 1/103 and CON/2012/99. 
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transfer of the monetary policy competence to the Eurosystem, to enable NCBs to 
continue to provide the fiscal agent Service traditionally provided by central banks to 
governments and other public entities without automatically breaching the monetary 
fmancing prohibition. Regulation (EC) No 3603/93 establishes a number of explicit and 
narrowly drafted exemptions from the monetary fmancing prohibition relating to the fiscal 
agency function, as follows (i) intra-day credits to the public sector are permitted provided 
that they remain limited to the day and that no extension is possible;^^ (ii) crediting the 
public sector’ s account with cheques issued by third parties before the drawee bank bas 
been debited is permitted if a fixed period of time corresponding to the normal period for 
the Collection of cheques by the NCB concerned bas elapsed since receipt of the cheque, 
provided that any float which may arise is exceptional, is of a small amount and averages 
out in the short term;^^ and (iii) the holding of coins issued by and credited to the public 
sector is permitted where the amount of such assets remains at less than 10 % of coins in 
circulation.^^ 

National legislation on the fiscal agency function should be compatible with EU law in 
general, and with the monetary fmancing prohibition in particular.^^ Taking into account 
the express recognition in Article 21.2 of the Statute of the Provision of fiscal agency 
Services as a legitimate function traditionally performed by NCBs, the Provision by central 
banks of fiscal agency Services complies with the prohibition on monetary fmancing, 
provided that such Services remain within the field of the fiscal agency function and do 
not constitute central bank fmancing of public sector obligations vis-ä-vis third parties or 
central bank crediting of the public sector outside the narrowly defmed exceptions 
specified in Regulation (EC) No 3603/93.^^ National legislation that enables an NCB to 
hold government deposits and to Service government accounts does not raise concerns 
about compliance with the monetary fmancing prohibition as long as such provisions do 
not enable the extension of credit, including overnight overdrafts. However, there would 
be a concern about compliance with the monetary fmancing prohibition if, for example, 
national legislation were to enable the remuneration of deposits or current account 
balances above, rather than at or below, market rates. Remuneration that is above market 
rates constitutes a de facto credit, contrary to the objective of the prohibition on monetary 

See Article 4 of Regulation (EC) No 3603/93 and Opinion CON/2013/2. 

See Article 5 of Regulation (EC) No 3603/93. 

See Article 6 of Regulation (EC) No 3603/93. 

Opinion CON/20 13/3. 

Opinions CON/2009/23, CON/2009/67 and CON/2012/9. 
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fmancing, and might therefore undermine the prohibition’s objectives. It is essential for 
any remuneration of an account to reflect market parameters and it is particularly 
important to correlate the remuneration rate of the deposits with their maturity.^^ 
Moreover, the Provision without remuneration by an NCB of fiscal agent Services does not 
raise monetary fmancing concerns, provided they are core fiscal agent Services. 

2.2.5.2 PROHIBITION ON PRIVILEGED ACCESS 

Article 124 of the Treaty provides that ‘[a]ny measure, not based on prudential 
considerations, establishing privileged access by Union institutions, bodies, Offices or 
agencies, central governments, regional, local or other public authorities, other bodies 
governed by public law, or public undertakings of Member States to financial institutions, 
shall be prohibited.’ 

Under Article 1(1) of Council Regulation (EC) No 3604/93,^^ privileged access is 
understood as any law, regulation or other binding legal Instrument adopted in the exercise 
of public authority which: (a) obliges financial institutions to acquire or to hold liabilities 
of EU institutions or bodies, central governments, regional, local or other public 
authorities, other bodies governed by public law or public undertakings of Member States 
(hereinafter the ‘public sector’), or (b) confers tax advantages that only benefit financial 
institutions or financial advantages that do not comply with the principles of a market 
economy, in order to encourage those institutions to acquire or hold such liabilities. 

As public authorities, NCBs may not take measures granting privileged access to financial 
institutions by the public sector if such measures are not based on prudential 
considerations. Furthermore, the rules on the mobilisation or pledging of debt instruments 
enacted by the NCBs must not be used as a means of circumventing the prohibition on 
privileged access. Member States’ legislation in this area may not establish such 
privileged access. 


See, among others, Opinions CON/2010/54, CON/2010/55 and CON/2013/62. 
OpinionCON/2012/9. 

Council Regulation (EC) No 3604/93 of 13 December 1993 specifying definitions for the 
application of the prohibition of privileged access referred to in Article 104a of the Treaty 
[establishing the European Community] (OJ L 332, 31.12.1993, p. 4). Article 104a is now 
Article 124 of the Treaty. 

See Article 3(2) of and recital 10 of Regulation (EC) No 3604/93. 
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Article 2 of Regulation (EC) No 3604/93 defines ‘prudential considerations’ as those 
which underlie national laws, regulations or administrative actions based on, or consistent 
with, EU law and designed to promote the soundness of financial institutions so as to 
strengthen the stability of the financial System as a whole and the protection of the 
Customers of those institutions. Prudential considerations seek to ensure that banks remain 
solvent with regard to their depositors.^^ In the area of prudential supervision, EU 
secondary legislation has established a number of requirements to ensure the soundness of 
credit institutions.^^ A ‘credit institution’ has been defmed as an undertaking whose 
business is to receive deposits or other repayable funds from the public and to grant 
credits for its own account.^^ Additionally, credit institutions are commonly referred to as 

‘banks’ and require an authorisation by a competent Member State authority to provide 

68 

Services. 


Although minimum reserves might be seen as a part of prudential requirements, they are 
usually part of an NCB’s operational framework and used as a monetary policy tool in 
most economies, including in the euro area.^^ In this respect, Section 1.3.3. of Annex I to 
Guideline ECB/201 1/14^^ States that the Eurosystem’s minimum reserve System primarily 
pursues the monetary policy functions of stabilising the money market interest rates and 
creating or enlarging a structural liquidity shortage.^^ The ECB requires credit institutions 
established in the euro area to hold the required minimum reserves (in the form of 
deposits) on account with their NCB.^^ 


Opinion of Advocate General Eimer in Case C-222/95 Parodi v Banque H. Albert de Bary 
[1997] ECR 1-3899, paragraph 24. 

See: (i) Regulation (EU) No 575/2013 of the European Parliament and of the Council of 26 
June 2013 on prudential requirements for credit institutions and investment firms and amending 
Regulation (EU) No 648/2012 (OJ L 176, 27.06.2013, p. 1); and (ii) Directive 2013/36/EU of 
the European Parliament and of the Council of 26 June 2013 on access to the activity of credit 
institutions and the prudential supervision of credit institutions and investment firms, amending 
Directive 2002/87/EC and repealing Directives 2006/48/EC and 2006/49/EC (OJ L 176, 
27.06.2013, p. 338). 

See point (1) of Article 4(1) of Regulation (EU) No 575/2013. 

See Article 8 of Directive 2013/36/EU. 

This is supported by Article 3(2) and recital 9 of Regulation (EC) No 3604/93. 

Guideline of the European Central Bank of 20 September 2011 on monetary policy instruments 
and procedures of the Eurosystem (ECB/2011/14) (OJ L 331, 14.12.201 1, p. 1). 

The higher the reserve requirement is set, the less funds banks will have to loan out, leading to 
lower money creation. 

See: Article 19 of the Statute; Council Regulation (EC) No 2531/98 of 23 November 1998 
concerning the application of minimum reserves by the European Central Bank (OJ L 318, 
27.11.1998, p. 1); Regulation (EC) No 1745/2003 of the European Central Bank of 12 
September 2003 on the application of minimum reserves (ECB/2003/9) (OJ L 250, 2.10.2003, 
p. 10); and Regulation ECB/2008/32 of 19 December 2008 concerning the balance sheet of the 
monetary financial institutions sector (OJ L 15, 20.1.2009, p. 14). 
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This report focuses on the compatibility both of national legislation or mies adopted by 
NCBs and of the NCBs’ Statutes with the Treaty prohibition on privileged access. 
However, this report is without prejudice to an assessment of whether laws, regulations, 
rules or administrative acts in Member States are used under the cover of pmdential 
considerations as a means of circumventing the prohibition on privileged access. Such an 
assessment is beyond the scope of this report. 

2.2.6 SINGLE SPELLING OF THE EURO 

Article 3(4) of the Treaty on European Union lays down that the ‘Union shall establish an 
economic and monetary union whose currency is the euro’. In the texts of the Treaties in 
all the authentic languages written using the Roman alphabet, the euro is consistently 
identified in the nominative singulär case as ‘euro’. In the Greek alphabet text, the euro is 
spelled ‘snpd)’ and in the Cyrillic alphabet text the euro is spelled ‘enpo’.^^ Consistent 
with this, Council Regulation (EC) No 974/98 of 3 May 1998 on the introduction of the 
euro^"^ makes it clear that the name of the single currency must be the same in all the 
official languages of the EU, taking into account the existence of different alphabets. The 
Treaties thus require a single spelling of the word ‘euro’ in the nominative singulär case in 
all EU and national legislative provisions, taking into account the existence of different 
alphabets. 

In view of the exclusive competence of the EU to determine the name of the single 
currency, any deviations from this rule are incompatible with the Treaties and should be 
eliminated. While this principle applies to all types of national legislation, the assessment 
in the country chapters focuses on the NCBs’ Statutes and the euro changeover laws. 
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The ‘Declaration by the Republic of Latvia, the Republic of Hungary and the Republic of Malta 
on the spelling of the name of the single currency in the Treaties’, annexed to the Treaties, 
States that; ‘Without prejudice to the unified spelling of the name of the single currency of the 
European Union referred to in the Treaties as displayed on banknotes and on coins, Latvia, 
Hungary and Malta declare that the spelling of the name of the single currency, including its 
derivatives as applied throughout the Latvian, Hungarian and Maltese text of the Treaties, has 
no effect on the existing rules of the Latvian, Hungarian or Maltese languages’. 

OJL 139, 11.5.1998, p. 1. 
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2.2.7 LEGAL INTEGRATION OF NCBS INTO THE EUROSYSTEM 

Provisions in national legislation (in particular an NCB’s Statutes, but also other 
legislation) which would prevent the performance of Eurosystem-related tasks or 
compliance with the ECB ’s decisions are incompatible with the effective Operation of the 
Eurosystem once the Member State concerned has adopted the euro. National legislation 
therefore has to be adapted to ensure compatibility with the Treaty and the Statute in 
respect of Eurosystem-related tasks. To comply with Article 131 of the Treaty, national 
legislation had to be adjusted to ensure its compatibility by the date of establishment of 
the ESCB (as regards Sweden) and by 1 May 2004, 1 January 2007 and 1 July 2013 (as 
regards the Member States which joined the EU on these dates). Nevertheless, statutory 
requirements relating to the full legal Integration of an NCB into the Eurosystem need 
only enter into force at the moment that full Integration becomes effective, i.e. the date on 
which the Member State with a derogation adopts the euro. 

The main areas examined in this report are those in which statutory provisions may hinder 
an NCB’s compliance with the Eurosystem’s requirements. These include provisions that 
could prevent the NCB from taking part in implementing the single monetary policy, as 
defmed by the ECB ’s decision-making bodies, or hinder a Governor from fulfilling their 
duties as a member of the ECB ’s Governing Council, or which do not respect the ECB ’s 
prerogatives. Distinctions are made between economic policy objectives, tasks, financial 
provisions, exchange rate policy and international Cooperation. Finally, other areas where 
an NCB’s Statutes may need to be adapted are mentioned. 

2.2.7.1 ECONOMIC POLICY OBJECTIVES 

The full Integration of an NCB into the Eurosystem requires its statutory objectives to be 
compatible with the ESCB’s objectives, as laid down in Article 2 of the Statute. Among 
other things, this means that statutory objectives with a ‘national flavour’ - for example, 
where statutory provisions refer to an Obligation to conduct monetary policy within the 
framework of the general economic policy of the Member State concerned - need to be 
adapted. Furthermore, an NCB’s secondary objectives must be consistent and not interfere 
with its Obligation to Support the general economic policies in the EU with a view to 
contributing to the achievement of the objectives of the EU as laid down in Article 3 of 
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the Treaty on European Union, which is itself an objective expressed to be without 
prejudice to maintaining price stability.^^ 

2.2.7.2 TASKS 

The tasks of an NCB of a Member State whose currency is the euro are predominantly 
determined by the Treaty and the Statute, given that NCB’s Status as an integral part of the 
Eurosystem. In order to comply with Article 131 of the Treaty, provisions on tasks in an 
NCB’s Statutes therefore need to be compared with the relevant provisions of the Treaty 
and the Statute, and any incompatibility must be removed.^^ This applies to any provision 
that, after adoption of the euro and integration into the Eurosystem, constitutes an 
impediment to carrying out ESCB-related tasks and in particular to provisions which do 
not respect the ESCB’s powers under Chapter IV of the Statute. 

Any national legislative provisions relating to monetary policy must recognise that the 
EU’s monetary policy is to be carried out through the Eurosystem. An NCB’s Statutes 
may contain provisions on monetary policy instruments. Such provisions should be 
comparable to those in the Treaty and the Statute, and any incompatibility must be 
removed in order to comply with Article 13 1 of the Treaty. 

Monitoring fiscal developments is a task that an NCB carries out on a regulär basis to 
assess properly the stance to be taken in monetary policy. NCBs may also present their 
views on relevant fiscal developments on the basis of their monitoring activity and the 
independence of their advice, with a view to contributing to the proper functioning of the 
European Monetary Union. The monitoring of fiscal developments by an NCB for 
monetary policy purposes should be based on the full access to all relevant public fmance 
data. Accordingly, the NCBs should be granted unconditional, timely and automatic 
access to all relevant public fmance statistics. However, an NCB’s role should not go 
beyond monitoring activities that result from or are linked - directly or indirectly - to the 
discharge of their monetary policy mandate.^^ A formal mandate for an NCB to assess 
forecasts and fiscal developments implies a function for the NCB in (and a corresponding 
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Opinions CON/2010/30 and CON/2010/48. 

See, in particular, Articles 127 and 128 of the Treaty and Articles 3 to 6 and 16 of the Statute. 
First indent of Article 127(2) of the Treaty. 

OpinionCON/2012/105. 
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responsibility for) fiscal policymaking which may risk undermining the discharge of the 
Eurosystem’s monetary policy mandate and the NCB’s independence.^^ 

In the context of the national legislative initiatives to address the turmoil in the financial 
markets, the ECB has emphasised that any distortion in the national Segments of the euro 
area money market should be avoided, as this may impair the Implementation of the single 
monetary policy. In particular, this applies to the extension of State guarantees to cover 
interbank deposits.^^ 

Member States must ensure that national legislative measures addressing liquidity 
Problems of businesses or Professionals, for example their debts to financial institutions, 
do not have a negative impact on market liquidity. In particular, such measures may not be 
inconsistent with the principle of an open market economy, as reflected in Article 3 of the 
Treaty on European Union, as this could hinder the flow of credit, materially influence the 
stability of financial institutions and markets and therefore affect the performance of 
Eurosystem tasks.^^ 

National legislative provisions assigning the exclusive right to issue banknotes to the NCB 
must recognise that, once the euro is adopted, the ECB ’s Governing Council has the 
exclusive right to authorise the issue of euro banknotes, pursuant to Article 128(1) of the 
Treaty and Article 16 of the Statute, while the right to issue euro banknotes belongs to the 
ECB and the NCBs. National legislative provisions enabling the government to influence 
issues such as the denominations, production, volume or withdrawal of euro banknotes 
must also either be repealed or recognition must be given to the ECB ’s powers with regard 
to euro banknotes, as set out in the provisions of the Treaty and the Statute. Irrespective of 
the division of responsibilities in relation to coins between governments and NCBs, the 
relevant provisions must recognise the ECB ’s power to approve the volume of issue of 
euro coins once the euro is adopted. A Member State may not consider currency in 
circulation as its NCB’s debt to the government of that Member State, as this would defeat 
the concept of a single currency and be incompatible with the requirements of Eurosystem 
legal Integration.^^ 

For example, national legislative provisions transposing Council Directive 2011/85/EU of 8 
November 2011 on requirements for budgetary hameworks of the Member States (OJ L 306, 
23.11.2011, p. 41). See Opinions CON/20 13/90 and CON/20 13/91. 

Opinions CON/2009/99 and CON/20 11/79. 

OpinionCON/2010/8. 

Opinion CON/2008/34. 
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With regard to foreign reserve management/^ any Member State that has adopted the euro 
and which does not transfer its official foreign reserves^"^ to its NCB is in breach of the 
Treaty. In addition, any right of a third party - for example, the government or parliament 
- to influence an NCB ’s decisions with regard to the management of the official foreign 
reserves would be inconsistent with the third indent of Article 127(2) of the Treaty. 
Furthermore, NCBs have to provide the ECB with foreign reserve assets in proportion to 
their shares in the ECB ’s subscribed Capital. This means that there must be no legal 
obstacles to NCBs transferring foreign reserve assets to the ECB. 

With regard to statistics, although regulations adopted under Article 34.1 of the Statute in 
the field of statistics do not confer any rights or impose any obligations on Member States 
that have not adopted the euro, Article 5 of the Statute, which concerns the collection of 
Statistical Information, applies to all Member States, regardless of whether they have 
adopted the euro. Accordingly, Member States whose currency is not the euro are under 
an Obligation to design and implement, at national level, all measures they consider 
appropriate to collect the Statistical Information needed to fulfil the ECB ’s Statistical 
reporting requirements and to make timely preparations in the field of statistics in order 
for them to become Member States whose currency is the euro.^^ 

2.2.7.3 FINANCIAL PROVISIONS 

The financial provisions in the Statute comprise rules on financial accounts,^^ auditing,^^ 
Capital subscription,^^ the transfer of foreign reserve assets^^ and the allocation of 
monetary income.^^ NCBs must be able to comply with their obligations under these 
provisions and therefore any incompatible national provisions must be repealed. 

2.2.7.4 EXCHANGE RATE POLICY 

A Member State with a derogation may retain national legislation which provides that the 
government is responsible for the exchange rate policy of that Member State, with a 

Third indent of Article 127(2) of the Treaty. 

With the exception of foreign-exchange working balances, which Member State governments 
may retain pursuant to Article 127(3) of the Treaty. 

OpinionCON/2013/88. 

Article 26 of the Statute. 

Article 27 of the Statute. 

Article 28 of the Statute. 

Article 30 of the Statute. 

Article 32 of the Statute. 
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consultative and/or executive role being granted to the NCB. However, by the time that a 
Member State adopts the euro, such legislation must reflect the fact that responsibility for 
the euro area’s exchange rate policy has been transferred to the EU level in accordance 
with Articles 138 and 219 of the Treaty. 

2.2.7.5 INTERNATIONAL COOPERATION 

For the adoption of the euro, national legislation must be compatible with Article 6.1 of 
the Statute, which provides that in the field of international Cooperation involving the 
tasks entrusted to the Eurosystem, the ECB decides how the ESCB is represented. 
National legislation allowing an NCB to participate in international monetary institutions 
must make such participation subject to the ECB ’s approval (Article 6.2 of the Statute). 

2.2.7.6 MISCELLANEOUS 

In addition to the above issues, in the case of certain Member States there are other areas 
where national provisions need to be adapted (for example in the area of Clearing and 
payment Systems and the exchange of information). 
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3 THE STATE OF ECONOMIC 
CONVERGENCE 


After the publication of the previous regulär Convergence Report of the ECB in 2012, 
economic activity slowed down in large parts of Europe.^ At the same time, progress was 
made in several countries in reducing fiscal imbalances. In the course of 2013 economic 
activity started to gain momentum again in most countries and gradually became broader- 
based. This reflected the impact of rising real disposable income in the absence of 
inflationary pressures in most countries, accommodative macroeconomic policies in 
several countries and increasing signs of economic Stabilisation in the euro area. However, 
the incipient recovery has not yet led to significant improvements in the labour market, 
where unemployment remains high. At the same time, substantial progress has been made 
in several countries with regard to correcting external imbalances and reducing the 
dependence on external funding, particularly in the banking sector. This enhanced the 
resilience of most of the countries under review during the recent episodes of turmoil in 
emerging markets outside the EU. Still, significant vulnerabilities prevail in individual 
countries which, if not adequately tackled, are likely to restrain the convergence process 
over the long term. 

Regarding the price stability criterion, the 12-month average inflation rate was well below 
the reference value in seven countries examined in this report, namely Bulgaria, the Czech 
Republic, Croatia, Lithuania, Hungary, Poland and Sweden, while it was above the 
reference value in Romania. In 2012, only three out of the eight countries considered in 
the Convergence Report recorded inflation rates below the reference value. 

As regards fiscal criteria, among the countries under review, only the Czech Republic, 
Croatia and Poland are, at the time of this report, subject to an EU Council decision on the 
existence of an excessive deficit. This is in contrast to the Situation identified in the 2012 
Convergence Report, when all countries examined except Sweden were subject to an 
excessive deficit procedure (EDP). In 2013, the headline fiscal balances stood below the 
3% of GDP reference value in all countries except Croatia and Poland. In the 2012 
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^ Of the eight countries examined in the 2012 Convergence Report, Latvia has in the meantime 
adopted the euro (for further reference see the June 2013 ECB Convergence Report, prepared 
on Latvia’s request). Croatia, which joined the EU on 1 July 2013, is assessed for the first time 
in this report. This change in the composition of the group of countries under review should be 
taken into account when comparing the findings of the two reports. 
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Convergence Report, all countries with the exception of Sweden, Bulgaria and Hungary 
posted a fiscal deficit-to-GDP ratio above the 3% reference value. In 2013, government 
debt-to-GDP ratios increased in the majority of countries under review except the Czech 
Republic, Lithuania and Hungary. However, apart from Croatia and Hungary, all the 
examined countries had a general government debt-to-GDP ratio below the 60% reference 
value in 2013. Poland’s debt-to-GDP ratio rose to close to the reference value in 2013. 
Debt ratios in 2013 were below 50% of GDP in the Czech Republic and Sweden, below 
40% of GDP in Lithuania and Romania, and below 20% of GDP in Bulgaria. In the 2012 
Convergence Report, only Hungary recorded a gross debt-to-GDP ratio above 60%. 

As regards the exchange rate criterion, only one of the currencies of the countries 
examined in this report participates in ERM II, namely the Lithuanian litas. None of the 
countries under review joined ERM II since the convergence assessment in 2012. Over the 
reference period, financial market conditions in Lithuania were stähle Overall. The 
exchange rates of currencies not participating in ERM II exhibited relatively wide 
fluctuations over the reference period, except for the currencies of Bulgaria, which has a 
currency board vis-ä-vis the euro, and Croatia, which operates a tightly managed float. 

With regard to the convergence of long-term interest rates, all of the eight countries under 
review in this report are below - and in the case of Bulgaria, the Czech Republic, 
Lithuania, Poland and Sweden, well below - the 6.2% reference value for the interest rate 
convergence criterion. In 2012, six out of the eight countries then considered recorded 
interest rates below the reference value. 

When considering compliance with the convergence criteria, sustainability is an essential 
factor, as convergence must be achieved on a lasting basis and not just at a given point in 
time. The first decade of EMU showed that weak fundamentals, an excessively loose 
macroeconomic stance at country level and overly optimistic expectations about the 
convergence in real incomes pose risks not only for the countries concerned but also for 
the smooth functioning of the euro area as a whole. Large and persistent macroeconomic 
imbalances, for example in the form of sustained losses in competitiveness or the build-up 
of indebtedness and housing market bubbles, accumulated over the first decade of EMU in 
many EU Member States, including euro area countries, and are one of the main reasons 
for the economic and financial crisis which developed after 2008. This highlights the fact 
that the temporary fulfilment of the numerical convergence criteria is, by itself, not a 


ECB 

Convergence Report 
June 2014 




Deutscher Bundestag - 18. Wahlperiode 


-349- 


Drucksache 18/1730 


guarantee of smooth membership in the euro area. Countries joining the euro area should 
thus demonstrate the sustainability of their convergence processes and their capacity to 
live up to the permanent commitments which euro adoption represents. This is in the 
country’s own interest, as well as in the interest of the euro area as a whole. 

The need for improved economic governance in the EU has been recognised. In particular, 
new legislative packages entered into force on 13 December 2011 (the “six-pack”) and 30 
May 2013 (the “two-pack”), providing a significant reinforcement of surveillance of fiscal 
policies as well as a new surveillance procedure for the prevention and correction of 
macroeconomic imbalances. 

As highlighted in previous Convergence Reports, lasting policy adjustments are required 
in many of the countries under review on account of a combination of the following 
factors, which are relevant to economic integration and convergence: 

i) High public or private indebtedness, particularly in connection with a relatively high 
level of external debt, makes economies vulnerable to contagion from stress in financial 
markets. Such indebtedness may also hinder sustainable output growth because of its 
potentially negative impact on funding, as well as owing to the need for deleveraging. 

ii) Containing excessive wage growth and fostering productivity through Innovation 
remain necessary to Support competitiveness. 

iii) In Order to Support higher, balanced and sustainable growth, skill mismatches need to 
be tackled and labour market participation encouraged, with a focus on high value-added 
goods and Services. This would help to reduce labour shortages and promote higher 
potential growth. 

iv) Further improvements in the business environment and measures to strengthen 
governance as well as to enhance the quality of institutions would Support higher 
sustainable output growth and make the economy more resilient to country-specific 
shocks. 

v) Regarding the financial sector, it is essential to monitor the banking sector as closely as 
possible, and notably the risks relating to its exposure to other countries and relatively 
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high foreign currency lending. It is also necessary to develop funding markets in local 
currency, especially at longer maturities. 

vi) The further convergence of income levels in most of the countries covered in this 
report is likely to exert additional upward pressure on prices or nominal exchange rates (or 
both). Hence, a proven ability to achieve and maintain price stability on a lasting basis 
under conditions of stähle exchange rates vis-ä-vis the euro remains crucial for sustainable 
economic convergence. 

vii) Sustainable policy adjustments are needed to avoid any new build-up of 
macroeconomic imbalances. This risk exists, in particular, if income convergence is 
accompanied by renewed excessive credit growth and asset price increases, fuelled, for 
example, by low or negative real interest rates. 

viii) The projected demographic changes, which are expected to be rapid and substantial 
in nature, need to be addressed, for example through responsible and forward-looking 
Pension reforms. 

THE PRICE STABILITY CRITERION 

Over the 12-month reference period from May 2013 to April 2014, Inflation was low in 
the EU, mainly as a result of low imported inflationary pressures and the ongoing 
weakness in economic activity in most of the countries. The reference value for the price 
stability criterion was 1.7%. It was calculated by adding 1.5 percentage points to the 
unweighted arithmetic average of the rate of HICP Inflation over the 12 months in Latvia 
(0.1%), Portugal (0.3%) and Ireland (0.3%). The HICP Inflation rates of Greece, Bulgaria 
and Cyprus were judged to be an outlier and consequently excluded from the calculation 
of the reference value (see Box 1 in Chapter 2). 

As several countries recorded very low average Inflation rates over the 12 months to April 
2014 (see Table 1), it must be recalled that under the Treaty a country’s inflation 
performance is examined in relative terms, i.e. against the level of the best performing 
Member States. The price stability criterion thus takes into account the fact that common 
shocks (stemming, for example, from global commodity prices) can temporarily drive 
inflation away from levels compatible with price stability, including in the euro area. 


ECB 

Convergence Report 
June 2014 




Deutscher Bundestag - 18. Wahlperiode 


-351 - 


Drucksache 18/1730 


Looking back over the past ten years, inflation has been volatile in all EU countries, 
although to different degrees, largely reflecting the developments in commodity prices, 
administered price measures and the macroeconomic environment. Exchange rate 
developments as well as monetary policy conditions have also contributed to the volatility 
of inflation in most countries under review. Düring a period of robust economic growth up 
to 2008 inflation accelerated in most of the countries, before declining substantially in 

2009 as a result of the negative global commodity price shock and the significant 
downturn in economic activity in most of these countries. However, inflation rose from 

2010 to 2012 in spite of persistently weak domestic demand, largely owing to external 
factors and administered prices. Düring 2013, inflation decreased in all countries under 
review to - in some cases - historically low levels, although a gradual economic recovery 
has emerged in all countries except Croatia, where large macroeconomic imbalances 
persist. The sharp disinflation process was largely induced by decreases in global oil and 
non-oil commodity prices and good harvests. It was also supported by still negative output 
gaps in most countries and the absence of inflationary pressures stemming from exchange 
rate developments. In some countries, cuts in administered prices and indirect taxes or 
base effects from past increases in indirect taxes helped to bring inflation rates down 
further. Several countries have loosened monetary policy conditions considerably in view 
of subdued inflation rates, which have fallen below the central bank’s target in all 
inflation-targeting countries examined in this report. At the beginning of 2014, HICP 
inflation remained low in all countries under review. 

The cross-country Variation in annual HICP inflation rates has remained significant. 
Inflation has been most volatile in Bulgarin and Lithuania. In these countries, overheating 
domestic economies took inflation to double-digit levels in the period up to 2008; it then 
declined significantly until 2010. Thereafter, inflation in these two countries fluctuated 
within narrower ranges. In Romania, inflation rates remained persistently high until mid- 
2011, before declining to lower levels. In the Czech Republic, Croatia, Hungary, Poland 
and Sweden inflation developments have been less volatile than in the other countries 
under review. Annual HICP inflation averaged 6.5% in Romania, 5.1% in Bulgarin, 4.8% 
in Hungary, 3.8% in Lithuania, 2.9% in Poland, 2.8% in Croatia, 2.4% in the Czech 
Republic and 1.5% in Sweden in the past ten years. 
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Table I OverView table of economic indicators of convergence 




Price 

Government budgetary position 

Exchange rate 

Long-term 



stability 






interest rate 



HICP 

Country in 

General 

General 

Currency 

Exchange 

Long-term 



inflation 

excessive 

government 

government 

participating 

rate vis-ä-vis 

interest 




deficit 

surplus (+)/ 
deficit (-) '*) 

gross debt") 

in ERM II 

euro ®) 

rate ®) 

Bulgaria 

2012 

2.4 

Yes 

-0.8 

18.4 

No 

0.0 

4.5 


2013 

0.4 

No 

-1.5 

18.9 

No 

0.0 

3.5 


2014 

-0.8 

No') 

-1.9 

23.1 

No') 

0.0') 

3.5*^) 

Czech Republic 

2012 

3.5 

Yes 

-4.2 

46.2 

No 

-2.3 

2.8 


2013 

1.4 

Yes 

-1.5 

46.0 

No 

-3.3 

2.1 


2014 

0.9 

Yes') 

-1.9 

44.4 

No') 

-5.6') 

2.2*^) 

Croatia 

2012 

3.4 

- 

-5.0 

55.9 

No 

-1.1 

6.1 


2013 

2.3 

- 

-4.9 

67.1 

No 

-0.8 

4.7 


2014 

1.1 

Yes') 

-3.8 

69.0 

No') 

-0.8') 

4.8^) 

Lithuania 

2012 

3.2 

Yes 

-3.2 

40.5 

Yes 

0.0 

4.8 


2013 

1.2 

Yes 

-2.1 

39.4 

Yes 

0.0 

3.8 


2014 

0.6 

No') 

-2.1 

41.8 

Yes') 

0.0') 

3.6<^) 

Hungary 

2012 

5.7 

Yes 

-2.1 

79.8 

No 

-3.5 

7.9 

2013 

1.7 

Yes 

-2.2 

79.2 

No 

-2.6 

5.9 


2014 

1.0 

No') 

-2.9 

80.3 

No') 

-3.6') 

5.8«) 

Poland 

2012 

3.7 

Yes 

-3.9 

55.6 

No 

-1.6 

5.0 

2013 

0.8 

Yes 

-4.3 

57.0 

No 

-0.3 

4.0 


2014 

0.6 

Yes') 

5.7 

49.2 

No') 

0.3') 

426 ) 

Romania 

2012 

3.4 

Yes 

-3.0 

38.0 

No 

-5.2 

6.7 


2013 

3.2 

Yes 

-2.3 

38.4 

No 

0.9 

5.4 


2014 

2.1 

No') 

-2.2 

39.9 

No') 

-1.5') 

5.3*") 

Sweden 

2012 

0.9 

No 

-0.6 

38.3 

No 

3.6 

1.6 


2013 

0.4 

No 

-1.1 

40.6 

No 

0.6 

2.1 


2014 

0.3 

No') 

-1.8 

41.6 

No') 

-3.0') 

2 . 2 ^) 

Reference value 


1.7% 


-3.0% 

60.0% 



6.2% 


Sources: European Commission (Eurostat, DG ECFIN) and ECB. 

1) Average annual percentage change. Data for 2014 refer to the period May 2013-April 2014. 

2) Refers to whether a country was subject to an EU Council decision on the existence of an excessive deficit for at least part of the year. 

3) The information for 2014 refers to the period until the cut-off date for statistics (15 May 2014). 

4) As a percentage of GDP. Data for 2014 are taken Ifom the European Commission’ s European Economic Forecast, Spring 2014. 

5) Average annual percentage change. Data for 2014 are calculated as a percentage change of the average over the period 1 January 2014-15 
May 2014 compared with the average of 2013. A positive (negative) number denotes an appreciation (depreciation) vis-ä-vis the euro. 

6) Average armual interest rate. Data for 2014 refer to the period May 2013-April 2014. 

7) The reference value refers to the period May 2013-April 2014 for HICP Inflation and for long-term interest rates, and to the year 2013 
for the general government balance and general govemment debt. 


Forecasts by major international institutions indicate that average annual HICP Inflation is 
likely to gradually increase from currently low levels in 2014-15 in all countries under 
review. However, the moderate international economic recovery, coupled with the still 
subdued Outlook for domestic demand and some capacity slack, is expected to keep 
underlying inflationary pressures contained in most countries. The risks to the price 
Outlook are broadly balanced in most cases. On the one hand, changes in global 
Commodity prices (particularly food and energy) and increases in indirect taxes and 
administered prices pose an upside risk to inflation. In addition, renewed tensions in 
global financial markets and in emerging market economies as well as geopolitical risks 
could produce weakening pressures on the currencies of some countries. Furthermore, 
developments in the labour market, especially in countries with relatively high structural 
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unemployment and bottlenecks in the faster-growing sectors, constitute an additional 
upside risk to inflation. On the other hand, a slower than expected recovery in economic 
activity both domestically and abroad would dampen inflationary pressures. In the central 
and eastern European countries under review, the ongoing catching-up process may in the 
longer run lead to renewed upward pressures on prices and/or the nominal exchange rate, 
although the exact size of this effect is difficult to assess. The risk of renewed inflationary 
pressures will be particularly high if the next upswing is again accompanied by excessive 
credit growth and asset price increases fuelled by low real interest rates. 

Overall, although the 12-month average rate of HICP inflation is below the reference 
value in most countries under review, there are concerns regarding the sustainability of 
inflation convergence in many countries over the longer run. Recent disinflation largely 
reflects the temporary factors mentioned above. Once the economic recovery gathers 
momentum and the favourable temporary effects dissipate or even reverse, inflation is 
expected to rise again. 

An environment that is conducive to sustainable price stability in the countries covered in 
this report requires the pursuit of a stability-oriented monetary policy. Achieving or 
maintaining an environment supportive of price stability will, in addition, crucially depend 
on the implementation of further structural reforms. In particular, wage increases should 
reflect labour productivity growth and take into account labour market conditions and 
developments in competitor countries. In addition, continued reform effort is needed to 
further improve the functioning of labour and product markets and maintain favourable 
conditions for economic expansion and employment growth. To that end, measures to 
Support stronger governance and further improvements in the quality of institutions are 
also essential. Financial sector policies should be aimed at ensuring that the financial 
sector makes a sound contribution to economic growth and price stability by preventing 
episodes of excessive credit growth and the accumulation of financial vulnerabilities. In 
Order to minimise the potential risks to financial stability associated with a large share of 
loans being denominated in foreign currency, particularly in some of the countries under 
review, the recommendations of the European Systemic Risk Board (ESRB) on lending in 
foreign currencies must be implemented in full. In the follow-up report published by the 
ESRB in November 2013, Bulgaria was considered only partially compliant, Lithuania, 
Hungary and Sweden largely compliant, and the Czech Republic, Poland and Romania 
fully compliant with the recommendations. Croatia was not covered in the ESRB report. 
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Close Cooperation between Supervisors across EU countries is important to ensure the 
effective implementation of the measures. Moreover, financial stability in all countries 
under review could bene fit from participation in the SSM, which will take up its 
Prudential supervisory tasks in November 2014. Given the limited room for manoeuvre 
for monetary policy under the tightly managed exchange rate regime in Croatia, as well as 
the currency board arrangements in Bulgaria and Lithuania, it is imperative that other 
policy areas support the capacity of the economy to cope with country-specific shocks and 
to avoid the re-emergence of macroeconomic imbalances. 

THE GOVERNMENT BUDGETARY POSITION CRITERION 

At the time of publication of this report, the Czech Republic, Croatia and Poland are 

subject to an EU Council decision on the existence of an excessive deficit. The deadlines 
for correcting the excessive deficit Situation are as follows: 2013 for the Czech Republic, 
2015 for Poland and 2016 for Croatia. All the countries under review, with the exception 
of Croatia and Poland, posted a fiscal deficit-to-GDP ratio below the 3% reference value 
in 2013. Croatia and Poland recorded deficits of, respectively, 4.9% and 4.3% of GDP, 
while Romania 2.3% of GDP, Hungary 2.2% of GDP, Lithuania 2.1% of GDP, Bulgaria 
and the Czech Republic 1.5% of GDP and Sweden 1.1% of GDP. 

The fiscal balance deteriorated in 2013 compared with 2012 in four countries, mainly 
reflecting fiscal loosening (Bulgaria, Hungary and Sweden) or a weaker macroeconomic 
environment (Poland). By contrast, there was continued progress with fiscal consolidation 
in Lithuania and Romania, for which the respective EDPs were abrogated in June 2013, 
and in the Czech Republic, which brought its deficit below the 3% of GDP reference value 
by the 2013 EDP deadline. The deficit-to-GDP ratio in Croatia declined only marginally 
in 2013. 

For 2014, the European Commission forecasts the deficit-to-GDP ratio to remain above 
the 3% reference value in Croatia (3.8%). Hungary is projected to post a deficit ratio of 
2.9% just below the reference value, while all the other countries are projected to stay 
below (Lithuania and Romania) or well below (Bulgaria, the Czech Republic and Sweden) 
the reference value. Poland is projected to have a temporary surplus of 5.7% of GDP in 
2014, owing to the reversal of the systemic pension reform that includes a one-off asset 
transfer of assets from the second pension pillar equivalent to about 9% of GDP in 2014. 
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Government debt-to-GDP ratios increased in 2013 in the countries under review, with the 
exception of the Czech Republic, Lithuania and Hungary (see Table 1). The increase 
reflected still large primary deficits and unfavourable interest-growth differentials in some 
countries, while the deficit-debt adjustment generally had a decreasing impact on the debt 
ratio. Taking a longer perspective, between 2004 and 2013 government debt-to-GDP 
ratios increased substantially in Croatia (28.9 percentage points), Lithuania (20.1), 
Romania (19.7), Hungary (19.7), the Czech Republic (17.1) and Poland (11.3). In 
Bulgarin and Sweden, by contrast, the 2013 debt-to-GDP ratio stood below that of 2004, 
by 18.1 and 9.7 percentage points respectively. 

For 2014, the European Commission projects a rise in the debt ratio in all countries 
examined in this report, with the exception of the Czech Republic and Poland. The 
Commission’ s projections also indicate that the debt ratio will remain below the 60% 
reference value in 2014 in all countries except Croatia and Hungary. 

Looking ahead, it is absolutely essential for the countries examined to achieve and 
maintain sound and sustainable fiscal positions. Countries that are subject to an EU 
Council decision on the existence of an excessive deficit must comply with their EDP 
commitments in a credible and timely manner in order to bring their budget deficits below 
the reference value in accordance with the agreed deadline. Further consolidation is also 
required in those other countries that have yet to attain their medium-term budgetary 
objectives. In this respect, particular attention should be paid to limiting expenditure 
growth to a rate below the medium-term potential economic growth rate, in line with the 
expenditure benchmark rule of the revised Stability and Growth Pact. Moreover, beyond 
the transition period provided for under the Pact, countries whose debt-to-GDP ratio is 
likely to exceed the reference value should ensure that the ratio is declining sufficiently, in 
accordance with the provisions of the enhanced Pact. Further consolidation would also 
make it easier to deal with the budgetary challenges related to the ageing of the 
Population. Strong national fiscal frameworks that are fully in line with EU rules should 
Support fiscal consolidation and limit slippages in public expenditure, while helping to 
prevent a re-emergence of macroeconomic imbalances. Overall, such strategies should be 
embedded in comprehensive structural reforms to increase potential growth and 
employment. 
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THE EXCHANGE RATE CRITERION 

Among the countries examined in this report, only Lithuania currently participates in 
ERMIL The Lithuanian litas joined ERM II on 28 June 2004 and thus had been 
participating in ERM II for more than two years prior to the convergence examination, as 
laid down in Article 140 of the Treaty. The agreement on participation in ERM II was 
based on a number of policy commitments by the Lithuanian authorities, relating to, 
among other things, pursuing sound fiscal policies, containing credit growth and 
implementing further structural reforms. In addition, it was accepted that Lithuania join 
ERM II with its existing currency board arrangement in place. This commitment imposed 
no additional obligations on the ECB. 

The central rate of the Lithuanian litas within ERM II remained unchanged in the 
reference period from 16 May 2012 to 15 May 2014. The Lithuanian litas traded 
continuously at its central rate, and market conditions in Lithuania were, Overall, stähle 
throughout the period, as also reflected in low short-term interest rate differentials vis-ä- 
vis the euro area. 

The Bulgarian currency did not participate in ERM II but its exchange rate was fixed to 
the euro within the framework of a currency board agreement in an environment of mostly 
low short-term interest rate differentials vis-ä-vis the euro area. 

The Croatian kuna and the Romanian leu traded under a flexible exchange rate regime 
involving a managed float vis-ä-vis the euro. In the case of the Croatian kuna, this was 
reflected in low exchange rate volatility compared with the other flexible currencies 
Outside ERM II, while short-term interest rate differentials vis-ä-vis the euro area were 
relatively high. The exchange rate of the Romanian leu against the euro showed a 
relatively high degree of volatility, with short-term interest rate differentials vis-ä-vis the 
euro area remaining at high levels throughout the reference period. In 2009, Romania was 
granted an international financial assistance package, led by the EU and the IMF, followed 
by a precautionary financial assistance programme in 201 1 and a successor programme in 
2013. However, during the reference period Romania did not draw on the resources of the 
precautionary arrangements. As these agreements have helped reduce financial 
vulnerabilities, they might also have contributed to reducing exchange rate pressures over 
the reference period. 
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The Czech komna traded ander a flexible exchange rate regime. However, in November 
2013 Ceskä närodni banka intervened in foreign exchange markets in order to weaken the 
koruna and committed itself to not allowing the exchange rate of the koruna to appreciate 
beyond a certain level against the euro. This decision was taken as part of the central 
bank’s efforts to maintain price stability. Overall, the exchange rate of the koruna against 
the euro was subject to a relatively high degree of volatility in the reference period, while 
short-term interest rate differentials vis-ä-vis the euro area were relatively small. 

The Hungarian forint and the Polish zloty both traded under a flexible exchange rate 
regime, with high volatility of the exchange rate amid high short-term interest rate 
differentials vis-ä-vis the euro area. In 2008, repurchase agreements providing access to 
euro liquidity were announced between the Magyar Nemzeti Bank and the ECB as well as 
between Narodowy Bank Polski and the ECB. In the case of Poland, a Flexible Credit 
Line arrangement with the IMF, designed to meet the demand for crisis-prevention and 
crisis-mitigation lending, was in place over the reference period. Poland has not received 
any disbursements from this instrument. As these arrangements have helped to reduce 
risks related to financial vulnerabilities, they might also have contributed to reducing the 
risk of exchange rate pressures. 

The Swedish krona traded under a flexible exchange rate regime amid high exchange rate 
volatility and relatively low short-term interest rate differentials vis-ä-vis the euro area. 
Over the reference period, Sveriges Riksbank maintained a swap agreement with the ECB 
which, as it has helped to reduce financial vulnerabilities, might also have had an impact 
on the exchange rate of the Swedish krona against the euro. 

THE LONG-TERM INTEREST RATE CRITERION 

Düring the reference period, on average, long-term interest rate spreads vis-ä-vis the euro 
area average tightened or remained broadly stable in most of the countries under review, 
partly reflecting a reduction in investor risk aversion. Financial markets still differentiated 
between countries on the basis of their external and internal vulnerabilities, including the 
developments in budgetary performance and the prospects for sustainable convergence. 

Over the 12-month reference period from May 2013 to April 2014, the reference value for 
long-term interest rates was 6.2%. This value was calculated by adding 2 percentage 
points to the unweighted arithmetic average of the long-term interest rates of the three best 
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performing Member States in terms of price stability, namely Latvia (3.3%), Ireland 
(3.5%) and Portugal (5.8%). Düring the reference period, the euro area average long-term 
interest rate and the long-term AAA yield, which are included for illustrative purposes 
only, stood respectively at 2.9% and 1.9%. 

Over the reference period, all eight Member States under examination had average long- 
term interest rates that were - to different degrees - below the 6.2% reference value for 
the interest rate convergence criterion (see Table 1). 

OTHER RELEVANT FACTORS 

Article 140 of the Treaty requires the examination of other factors relevant to economic 
integration and convergence. Examining these additional factors is important, as they 
provide information that is relevant to assessing whether the integration of a Member 
State into the euro area is likely to be sustainable over time. These additional factors 
include the integration of markets, the Situation and development of the balance of 
payments, and the development of unit labour costs and other price indices. 

Moreover, in order to ensure closer coordination of economic policies and sustained 
convergence of the economic performances of the EU Member States (Article 121(3) of 
the Treaty), a surveillance procedure for the prevention and correction of macroeconomic 
imbalances, the macroeconomic imbalance procedure (MIP), entered into force in 2011.^ 
The first Step in this annual procedure is an Alert Mechanism Report prepared by the 
European Commission for the early detection and monitoring of possible macroeconomic 
imbalances. The latest Alert Mechanism Report was published by the Commission on 13 
November 2013 and includes a qualitative economic and financial assessment based on, 
among other things, an indicative and transparent scoreboard with a set of indicators, the 
values of which are compared with their indicative thresholds as provided for in EU 
Regulation 1176/2011 (see Table 2).^ This is followed by an in-depth review which the 
Commission undertakes for each Member State that it considers may be affected by, or 
may be at risk of being affected by, imbalances. 


^ Regulation (EU) No 1176/2011 of the European Parliament and of the Council of 16 November 
2011 on the prevention and correction of macroeconomic imbalances. 

^ The scoreboard published in the above-mentioned Alert Mechanism Report provided figures for 
the year 2012. By contrast, Table 2 provides a scoreboard for the period 201 1-13, as available at 
the cut-off date of this report, i.e. 15 May 2014. 
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As regards the fmdings of the 2014 macroeconomic imbalance procedure, four of the 
countries examined in this report, namely Bulgaria, Croatia, Hungary and Sweden, were 
identified in the Alert Mechanism Report as warranting an in-depth review. Another 
country, Romania, is currently under a precautionary EU-IMF programme and was 
therefore not examined in the Alert Mechanism Report. The Czech Republic, Lithuania 
and Poland were not recommended for an in-depth review. The reviews, the results of 
which were published by the European Commission on 5 March 2014, concluded that 
Bulgaria and Sweden “continue to experience macroeconomic imbalances, which require 
monitoring and policy action”, Hungary “continues to experience macroeconomic 
imbalances, which require monitoring and decisive policy action” and that Croatia “is 
experiencing excessive macroeconomic imbalances, which require specific monitoring 
and strong policy action”."^ 

A Condensed, preliminary and not exhaustive reading of country imbalances is provided 
by the above-mentioned scoreboard. Regarding external imbalances, after having adjusted 
sharply in recent years in most countries, the scoreboard shows that current account 
balances (the three-year average of the current account balance as a percentage of GDP) 
improved further in 2013 in Bulgaria and Croatia, where they moved into surplus, as well 
as in the Czech Republic, Lithuania, Poland and Romania. Sweden and Hungary have 
recorded persistent current account surpluses which have been particularly large in 
Sweden, above the 6% of GDP indicative threshold, in the past few years. 
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By the end of June, the EU Council will recommend the procedural follow-up to the in-depth 
reviews, on the basis of Commission recommendations published on 2 June, and in particular 
whether Member States with excessive imbalances should be put under the corrective arm of 
the MIP. Croatia will be at least subject to “specific monitoring”, as indicated by the 
Commission on 5 March. Bulgaria, Hungary and Sweden are expected to remain under the 
preventive arm and receive MIP -related country-specific recommendations. 
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Table 2 

Scoreboard for the surveMlance of macroeconomic imbalances 





External imbalances / competitiveness indicators 

Internal imbalances 

Current 

aecount 

balanee 

Net inter- 
national 

investment 

Position 

Real 

effective 
exchange 
rate, HICP- 
dellated^> 

Export 

market 

share 

Nominal 

unit 

labour 

eosts 

House 

prices, 

consump- 

tion- 

deflated®> 

Private 

sector 

credit 

flow^^ 

Private 

seetor 

debt 

Financial 

sector 

liabili- 

ties 

General 

govern- 

ment 

debt 

Unemp- 

loyment 

rate’> 

Bulgaria 

2011 

-3.4 

-85.9 

1.9 

16.6 

21.3 

-9.7 

1.8 

133 

4.9 

16 

9.5 


2012 

-0.7 

-78.2 

-4.0 

4.7 

12.7 

-6.9 

2.5 

131 

10.1 

18 

11.3 


2013 

0.4 

-76.2 


5.7 

12.7 

-0.3 




19 

12.2 

Czech 

2011 

-3.0 

-47.5 

-0.6 

6.5 

2.3 

-0.5 

2.7 

72 

4.4 

41 

6.9 

Republic 

2012 

-2.6 

-48.8 

0.4 

-3.3 

3.4 

-3.9 

0.6 

72 

5.4 

46 

7.0 


2013 

-1.8 

-45.6 


-7.4 

3.7 





46 

6.9 

Croatia 

2011 

-2.2 

-92.0 

-4.5 

-18.3 

5.1 

-5.9 

-0.1 

135 

2.0 

52 

11.5 


2012 

-0.5 

-89.5 

-8.3 

-24.9 

-0.3 

-2.4 

-2.1 

133 

0.8 

56 

13.8 


2013 

0.1 

-88.4 


-27.3 

2.8 

-18.1 




67 

15.6 

Lithuania 

2011 

0.0 

-52.3 

1.7 

24.5 

-7.7 

2.3 

-0.7 

66 

8.9 

38 

15.7 


2012 

-1.3 

-52.8 

-6.7 

28.9 

-4.6 

-3.2 

-0.3 

62 

-0.3 

40 

15.5 


2013 

-0.8 

-45.7 


20.8 

6.6 

0.1 




39 

13.5 

Hungary 

2011 

0.1 

-107.4 

-4.2 

-3.9 

4.6 

-7.4 

7.5 

148 

-2.7 

82 

10.7 


2012 

0.5 

-103.2 

-1.2 

-17.9 

4.2 

-9.2 

-6.0 

131 

-8.2 

80 

11.0 


2013 

1.4 

-93.0 


-14.9 

9.1 


-3.9 

121 

3.5 

79 

10.7 

Poland 

2011 

-4.7 

-64.0 

-11.6 

12.2 

4.9 

-5.4 

7.1 

76 

4.3 

56 

9.1 


2012 

-4.6 

-66.5 

1.3 

1.1 

4.1 

-5.9 

3.4 

75 

9.6 

56 

9.8 


2013 

-3.3 

-68.6 


-0.4 


-4.2 




57 

10.0 

Romania 

2011 

-4.3 

-65.4 

-3.3 

22.8 

6.6 

-17.7 

2.3 

74 

4.4 

35 

7.2 


2012 

-4.4 

-67.5 

-1.9 

5.7 

-5.2 

-10.0 

0.9 

73 

5.3 

38 

7.2 


2013 

-3.3 

-62.3 


10.5 

-0.5 

-4.5 




38 

7.2 

Sweden 

2011 

6.2 

-11.1 

2.9 

-13.3 

2.2 

0.6 

5.7 

211 

3.3 

39 

8.2 


2012 

6.1 

-12.1 

10.1 

-18.7 

0.7 

-0.2 

1.3 

210 

4.6 

38 

8.1 


2013 

6.1 

-5.0 


-17.4 

3.7 

4.7 

2.9 

209 

8.3 

41 

7.9 

Threshold 

-4.0/+6.0% 

-35.0% 

+/-11.0% 

-6.0% 

+12.0% 

+6.0% 

+14.0% 

+133% 

+16.5% 

+60% 

+10.0% 


Sources: European Commission (Eurostat, DG ECFIN) and ECB. 

Note: This table includes data available as of 15 May 2014, i.e. the cut-off date for this report, and therefore differs from the scoreboard 
published in the Alert Mechanism Report of November 2013. 

1) As a percentage of GDP, three-year average. 

2) As a percentage of GDP. 

3) Three-year percentage change relative to 41 other industrial countries. A positive value indicates a loss of competitiveness. 

4) Five-year percentage change. 

5) Three-year percentage change. 

6) Year-on-year percentage change. 

7) Three-year average. 


The net international Investment position as a share of GDP has stayed at high negative 
levels, beyond the indicative threshold of -35% of GDP, in all countries under review 
except Sweden. In 2013, those negative levels were very high in Bulgaria, Croatia and 
Hungary, where despite recent improvements they exceeded -75% of GDP, while in 
Poland and Romania they exceeded -60% of GDP. They reflect past current account 
deficits, high levels of foreign direct investment in the economy as well as more volatile 
other investment (in particular in the form of loans and deposits) which accumulated 
mainly before the global financial and economic crisis. 
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In terms of price and cost competitiveness, the global crisis halted a general trend of 
declining competitiveness in several countries under review. Between 2009 and 2012 real 
effective exchange rates depreciated to different degrees in Bulgarin, Croatia, Lithuania, 
Hungary and Romania. The Czech Republic, Poland and Sweden recorded an exchange 
rate appreciation in real effective terms. The cumulative three-year growth rate in unit 
labour costs, which in the pre-crisis years stood at very high levels in all countries under 
review except the Czech Republic, remained strong and even increased in 2013 in most 
countries, with the main exception of Romania. In Bulgarin, the growth in unit labour 
costs remained stable in 2013 above the scoreboard’s indicative threshold of 12%. Finally, 
export market shares increased markedly (in value terms) over the five years until 2013 in 
Lithuania and, to a lesser extent, in Bulgarin and Romania. In the other countries under 
review export market shares decreased; in the case of the Czech Republic, Croatia, 
Hungary and Sweden by more than the 6% indicative threshold (i.e. by 7.4%, 27.3%, 
14.9% and 17.4% respectively). 

Turning to the scoreboard indicators of possible internal imbalances, a relatively long 
period of credit expansion prior to the global financial and economic crisis left economic 
agents, with the main exception of the financial sector, with high levels of accumulated 
debt. High indebtedness, particularly in the private sector, constitutes a key vulnerability 
in several countries under review. In Sweden, the level of private sector debt stood above 
the indicative threshold of 133% of GDP in 2013 and at the threshold in Croatia in 2012. 
Public debt-to-GDP ratios have also increased in several countries, although from 
relatively low levels, in the aftermath of the global financial and economic crisis. High 
domestic indebtedness, particularly in connection with a relatively high level of extemal 
debt, makes economies vulnerable to contagion from stress in financial markets. Through 
its potentially negative impact on funding, as well as owing to the need for deleveraging, 
high indebtedness also weakens sustainable output growth. Furthermore, the prevalence of 
foreign currency loans in several countries under review represents a macroeconomic and 
financial risk, as it exposes unhedged borrowers to exchange rate risk. Risks stemming 
from foreign currency mismatches are large in Croatia, Hungary, Poland and Romania, 
notably affecting households, and, in Croatia and Hungary, also the public sector. In 
Bulgarin and Lithuania, where foreign currency lending accounts for an even greater share 
of banks’ total loan portfolio, this lending is largely denominated in euro and the central 
banks are strongly committed to maintaining euro-based currency boards. 
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In all countries under review house price developments reflect a - in some cases 
substantial - downward correction from the high levels reached in the pre-crisis phase. 
Further adjustments/declines in house prices remain a risk in some countries. 

In the labour market, the adjustment process has been translated into a relatively high 
level of unemployment, which in 2013 stood at or above the indicative threshold of 10% 
(three-year average) in Bulgaria (12.2%), Croatia (15.6%), Lithuania (13.5%), Hungary 
(10.7%) and Poland (10.0%). Persistently high unemployment - which has generally been 
accompanied by a worsening of skill and/or geographical mismatches - remains a key 
vulnerability in many countries and poses a risk to the convergence of real incomes, also 
in view of adverse demographic trends. 

The indications based on a mechanical reading of the scoreboard should not be interpreted 
as conclusive evidence of the existence of imbalances. For example, a mechanical reading 
of the scoreboard could mask the existence of imbalances and vulnerabilities in the more 
recent period, as three or five-year averages are strongly influenced by the sharp post- 
crisis adjustment, which might not be sustainable in the future. Not least for this reason, 
additional factors have to be taken into account in the context of the in-depth reviews, 
including the evolution of indicators over time, as well as the most recent developments 
and Outlook. 

The strength of the institutional environment, including in the area of statistics, is another 
important, complementary variable to be examined as an additional factor relevant to the 
sustainability of economic integration and convergence. In certain central and eastern 
European countries under review, removing the existing rigidities and impediments to the 
efficient use and allocation of production factors would help to enhance economic 
potential. These reflect weaknesses in the business environment, the relatively low quality 
of institutions, weak governance and corruption. By hampering potential output growth, 
the institutional environment may also undermine a country’s debt-servicing ability and 
make economic adjustments more difficult. It may also affect a country’s ability to 
implement necessary policy measures. 

Chart 1 shows the current ranking of the 28 Member States of the EU, as reported by 
various international organisations in the following reports: the Worldwide Governance 
Indicators, the Global Competitiveness Report (World Economic Forum), the Corruption 
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Perceptions Index (Transparency International) and the Doing Business Report (World 
Bank and International Finance Corporation). These indicators provide mostly qualitative 
information and, in some cases, reflect perceptions rather than observed facts. 
Nevertheless, taken as a whole, they summarise a broad set of highly relevant information 
on the quality of the institutional environment. The average of those ranks in 2013 and 
five years earlier, based on ECB calculations, is reported in Chart 2. 

It can be seen that, with the notable exception of Sweden, which ranks second among all 
EU Member States, in all the countries under review - despite significant differences 
between them - the quality of institutions and governance is reported as being relatively 
weak, on average, compared with most euro area countries. After Sweden, among the 
countries under review, Lithuania and Poland occupied the 14th and 16th positions 
respectively among EU countries in 2013. Bulgarin, Croatia and Romania, respectively in 
25th, 26th and 27th position, are almost at the bottom of the ranking. Furthermore, as 
reported in Chart 2, no significant improvements have been made over the last five years 
in the countries under review - other than in Lithuania, Poland and to a lesser extent 
Bulgarin - in comparison with developments in other Member States. 


Chart I Country rankings in the EU 


Worldwide Governance Indicators (20 1 3) 

Corruption Perceptions Index 20 1 3 (Transparency International) 

The Global Competitiveness Report 2013-2014 (World Economic Forum) 

Doing Business 2014 (The World Bank and the International Finance Corporation) 



Sources: Worldwide Governance Indicators 2013, The Global Competitiveness Report 2013-2014 (World Economic Forum), Corruption 
Perceptions Index 2013 (Transparency International) and Doing Business 2014 (World Bank and International Finance Corporation). 
Notes: Countries are ranked from one (best performer in the EU) to 28 (worst performer in the EU) and ordered according to their 
average position in the 2013 rankings. In the Doing Business report, Malta has only been covered since the 2013 report and Cyprus only 
since 2010. 
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Chart 2 Range of rankings of EU countries 


• average of ranks (2008) 

♦ average of ranks (2013) 
ränge of ranks (2013) 
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Sources: Worldwide Govemance Indicators 2013 and 2008, The Global Competitiveness Report 2013-2014 and 2008-2009 
(World Economic Forum), Corruption Perceptions Index 2013 and 2008 (Transparency International) and Doing Business 2014 and 2009 
(World Bank and International Finance Corporation). 

Notes: Countries are ranked firom one (best performer in the EU) to 28 (worst performer in the EU) and ordered according to their average 
Position in the 2013 rankings. ln the Doing Business report Malta has only been covered since the 2013 report and Cyprus only since 
the 2010. 


The Overall picture is broadly confirmed when looking in more detail at specific 
institutional indicators (see Chart 1). Although countries are ranked differently depending 
on the source used to measure the quality of the business and institutional environment, 
there is, without doubt, still significant room for improvement in this field in most 
countries under review. For example, the business environment is regarded as particularly 
positive in Lithuania, which in 2013 ranked sixth among the EU countries in the Doing 
Business report. Yet the relatively weak overall performance in terms of govemance in 
Lithuania, which is in 2 Ist position in the Worldwide Govemance Indicators, makes a 
stronger institutional environment desirable. 

Improving the local institutions, govemance and business environment, along with further 
progress with the privatisation of state-owned enterprises and reinforced efforts to 
enhance the absorption of EU funds, would help to speed up productivity growth by, 
among other things, increasing competition in key regulated sectors (e.g. energy, 
transport), diminishing barriers to entry and encouraging much-needed private investment. 

Finally, institutional features relating to the quality of the statistics are also essential to 
Support a smooth convergence process. This applies to, among other things, the 
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specification of the legal independence of the national Statistical authority, its 
administrative supervision and budget autonomy, its legal mandate for data collection and 
its legal provisions governing Statistical confidentiality, which are described in more detail 
in Section 9 of Chapter 5. 
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4 COUNTRY SUMMARIES 


4.1 BULGARIA 

Over the reference period from May 2013 to April 2014, the 12-month average rate of 
HICP Inflation in Bulgaria was -0.8%, i.e. well below the reference value of 1.7% for the 
criterion on price stability. 

Looking back over a longer period, consumer price inflation in Bulgaria has been volatile, 
ranging from 0.4% to 12.0% on an annual basis over the past ten years. The increase in 
inflation in 2004-08 reflected adjustments in administered prices, the harmonisation of 
excise duties with EU levels, a series of supply-side shocks and increasing demand 
pressures. The sharp fall in inflation in 2009 was partly a result of lower commodity prices 
and the contraction in economic activity. In 2010 and 2011 inflation gradually picked up 
again, to 3.0% and 3.4% respectively, largely reflecting higher commodity prices and 
increases in the excise duty on tobacco. Thereafter, the easing of commodity price 
pressures combined with weak internal and external demand resulted in a gradual decline 
in inflation. In addition to the low underlying level of inflation, significant cuts in 
administered prices further contributed to the historically low levels of inflation reached in 
2013. Growth in nominal unit labour costs declined from a peak of 12.6% in 2008 to 2.5% 
in 201 1, but picked up again to 5.2% in 2013. Looking at recent developments, the annual 
HICP inflation rate has followed a downward trend, declining from 1.0% in May 2013 to 
a low of -2.1% in February 2014, after which it started to recover somewhat, to stand at - 
1.3% in April. These developments were partially driven by the downward trend in 
international prices for food and energy products and, to a lesser extent, by an effective 
exchange rate appreciation. In addition, exceptional domestic factors exerted considerable 
downward pressure on inflation. These factors include a reduction in administered 
electricity prices for households, as well as cuts in other administered prices, falling prices 
in transport and health Services and a good harvest contributed to falls in food prices. 

The latest available forecasts from major international institutions project inflation to 
increase gradually in 2014-15 from very negative levels currently and ränge from -0.8% to 
0.9% in 2014 and from 0.9% to 2.3% in 2015. Risks to the inflation outlook appear to be 
broadly balanced in the near to medium term. Downside risks stem from weaker than 
expected domestic demand and the external environment. However, international 
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Commodity prices and a cessation or reversal of recent administered prices cuts could pose 
an upside risk. Looking further ahead, maintaining low Inflation rates on a sustainable 
basis in Bulgaria will be challenging in the medium term, given the limited scope for 
active monetary policy under the existing currency board arrangement. The catching-up 
process is likely to have a bearing on inflation over the medium term since GDP per capita 
and price levels are still significantly lower in Bulgaria than in the euro area. However, it 
is difficult to assess the exact size of the inflation effect resulting from this catching-up 
process. Once the economic recovery gains momentum and the income convergence 
progresses, price level convergence is likely to continue. This, in turn, would manifest 
itself in terms of higher domestic inflation, given the fixed nominal exchange rate. In the 
context of the process of economic convergence, the recurrence of significant demand 
pressures cannot be completely ruled out, although the ongoing deleveraging process 
reduces this risk for the near future. In the light of the currency board arrangement and the 
limited impact of alternative counter-cyclical policy instruments, it may prove difficult to 
prevent another build-up of macroeconomic imbalances, including high rates of inflation. 

Overall, although the 12-month average rate of HICP inflation in Bulgaria is currently 
well below the reference value, there are concerns regarding the sustainability of inflation 
convergence. 

Bulgaria is not currently subject to an EU Council decision on the existence of an 
excessive deficit. In the reference year 2013 the general government budget balance 
recorded a deficit of 1.5% of GDP, i.e. well below the 3% reference value. The general 
government gross debt-to-GDP ratio was 18.9%, i.e. well below the 60% reference value. 
In 2014 the deficit ratio is forecast by the European Commission to increase to 1.9% and 
the government debt ratio to 23.1%. With regard to other fiscal factors, the deficit ratio did 
not exceed the ratio of public investment to GDP in 2013. Importantly, Bulgaria must 
ensure sufficient progress is made towards meeting its medium-term objective (a 
structural deficit of 1.0% of GDP) and maintain sound fiscal policies thereafter. It also 
needs to address a number of fiscal challenges, as described in Chapter 5. 

In the two-year reference period the Bulgarian lev did not participate in ERM II, but its 
exchange rate was fixed at 1.95583 levs per euro within the framework of a currency 
board arrangement adopted in July 1997. Short-term interest rate differentials against the 
three-month EURIBOR stood at a sizeable level of 1.9 percentage points in the three- 
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month period ending in June 2012, but declined to a relatively low level of 0.6 percentage 
point in the three-month period ending in March 2014. In a longer-term context, in April 
2014 both the real effective exchange rate and the real bilateral exchange rate of the 
Bulgarian lev against the euro stood close to the corresponding ten-year historical 
averages. As regards other external developments, the deficit in the combined current and 
Capital account of the balance of payments widened progressively between 2004 and 
2007. After a strong fall in domestic demand, the deficit decreased substantially in 2009, 
and the combined current and Capital account turned into a small surplus from 2011. At 
the same time Bulgaria’s net international Investment position, which had also 
deteriorated sharply from -30.1% of GDP in 2004 to -101.8% in 2009, improved steadily 
to reach -78.2% in 2012 and -76.2.% in 2013. However, the country’s net foreign 
liabilities are still very high, with foreign direct investment accounting for the largest part 
of gross foreign liabilities. Fiscal and structural policies therefore continue to be important 
for supporting external sustainability and the competitiveness of the economy. 

Long-term interest rates were 3.5% on average over the reference period from May 2013 
to April 2014 and were thus well below the 6.2% reference value for the long-term interest 
rate convergence criterion. Long-term interest rates have been stabilising in Bulgaria in 
recent years and, at the end of the reference period, stood at 3.4%. The long-term interest 
rate differential with respect to the euro area narrowed significantly to around zero 
towards the end of 2012 and increased slightly thereafter. The differential with the euro 
area average was only 1.0 percentage point (and 1.7 percentage points with respect to the 
AAA euro area yield) at the end of the reference period. 

Achieving an environment that is conducive to sustainable convergence in Bulgaria 
requires, among other things, economic policies that are geared towards ensuring overall 
macroeconomic stability, including sustainable price stability. With regard to 
macroeconomic imbalances, the European Commission selected Bulgaria for an in-depth 
review in its Alert Mechanism Report 2014 and concluded that “Bulgaria continues to 
experience macroeconomic imbalances, which require monitoring and policy action”. At 
the same time, given the limited room for manoeuvre for monetary policy under the 
currency board arrangement, it is imperative that other policy areas provide the economy 
with the wherewithal to cope with country-specific shocks in order to prevent the 
reoccurrence of macroeconomic imbalances. Specifically, Bulgaria needs to deal with a 
wide ränge of economic policy challenges that are described in more detail in Chapter 5. 
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Bulgarian law does not comply with all the requirements for central bank independence, 
the monetary fmancing prohibition, and legal Integration into the Eurosystem. Bulgarin is 
an EU Member State with a derogation and must therefore comply with all adaptation 
requirements under Article 13 1 of the Treaty. 
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4.2 CZECH REPUBLIC 

Over the reference period from May 2013 to April 2014, the 12-month average rate of 
HICP Inflation in the Czech Republic was 0.9%, i.e. well below the reference value of 
1.7% for the criterion on price stability. 

Looking back over a longer period, annual consumer price inflation in the Czech Republic 
fluctuated in a ränge from 1.6% to 3% during the period 2004-07. After peaking in 2008, 
inflation feil markedly in the wake of the financial crisis and started to pick up gradually 
in late 2009 and then slowed again in 2013, to stand at 1.4%. Inflation developments over 
the past ten years should be viewed against the background of sustained economic growth, 
which was only interrupted in 2008-09 and 2012-13. For most of the period under review, 
growth in compensation per employee exceeded labour productivity growth. Growth in 
unit labour costs slowed and temporarily feil into negative territory in the aftermath of the 
crisis, before accelerating again in 2012. In 2013 growth in unit labour costs was slightly 
below zero, owing to a significant decline in compensation per employee. The fall in 
import prices throughout most of the period from 2005 to 2010 and the rise from 2011 
were largely due to the appreciation and subsequent depreciation of the koruna 
compounded by a surge in global commodity prices over the period 2011-12. At the end 
of 2013, growth in import prices picked up, owing to a weakened koruna. The 
depreciation of the koruna followed the intervention by Ceskä närodni banka in November 
2013 to weaken the domestic currency and the commitment not to let the koruna 
appreciate against the euro beyond a certain level. This decision was taken as part of the 
central bank’s efforts to maintain price stability. Looking at recent developments, the 
annual rate of HICP inflation decelerated significantly in early 2014 owing to the fading 
effects of past increases in indirect taxes and a sharp decline in regulated prices for 
electricity. In April 2014 inflation stood at 0.2%. 

The latest available forecasts from major international institutions project inflation to 
increase gradually in 2014-15, ranging from 0.1% to 1.0% and from 1.8% to 2.2%. A 
sizeable fall in administrated prices growth and an unwinding of the first-round effects of 
the 2013 hike in the value added tax (VAT) rate are expected to dampen inflationary 
pressures in 2014. However, stronger domestic demand and higher prices for imported 
goods are expected to drive up inflation towards the 2% target over the forecast horizon. 
Risks to the inflation outlook are balanced. Upside risks are associated with larger than 


ECB 



Convergence Report 
June 2014 




Deutscher Bundestag - 18. Wahlperiode 


-371 - 


Drucksache 18/1730 


expected hikes in commodity prices, while downside risks relate mainly to weaker than 
expected economic activity. Looking further ahead, the catching-up process may have a 
bearing on inflation and/or on the nominal exchange rate over the coming years, given that 
GDP per capita and price levels are still lower in the Czech Republic than in the euro area. 
However, it is difficult to assess the exact size of the effect resulting from this catching-up 
process. 

The Czech Republic is currently subject to an EU Council decision on the existence of an 
excessive deficit, with a deadline of 2013 for correcting it. In the reference year 2013 the 
general government budget balance recorded a deficit of 1.5% of GDP, i.e. well below the 
3% reference value. The general government gross debt-to-GDP ratio was 46.0% of GDP, 
i.e. below the 60% reference value. In 2014 the deficit ratio is forecast by the European 
Commission to increase to 1.9% of GDP and the government debt ratio to decline to 
44.4% of GDP. With regard to other fiscal factors, the deficit ratio did not exceed the ratio 
of public investment to GDP in 2013. Importantly, the Czech Republic must ensure the 
durable correction of the excessive deficit and make sufficient progress towards meeting 
its medium-term objective (a structural deficit of 1.0% of GDP), as well as maintaining 
sound fiscal policies thereafter. It also needs to address a number of fiscal challenges, as 
described in Chapter 5. 

In the two-year reference period, the Czech koruna did not participate in ERM II, but 
traded under a flexible exchange rate regime. However, in November 2013 Ceskä närodni 
banka announced that it would intervene in foreign exchange markets with the goal of 
weakening the koruna in order to prevent a long-term undershooting of the inflation target 
and made a commitment not to let the exchange rate of the koruna against the euro 
appreciate beyond a certain level. The exchange rate of the Czech koruna against the euro 
was, on average, subject to a relatively high degree of volatility. After appreciating up to 
September 2012, the Czech koruna depreciated gradually until November 2013. 
Thereafter it depreciated further to a level in line with the floor set by Ceskä närodni 
banka. Over the reference period short-term interest rate differentials against the three- 
month EURIBOR were Overall small, and stood at 0.1 percentage point in the three-month 
period ending in March 2014. In a longer-term context, in April 2014 both the real 
effective exchange rate and the real bilateral exchange rate of the Czech koruna against 
the euro stood dose to the corresponding ten-year historical averages. With regard to other 
external developments, the Czech Republic recorded a widening deficit in the combined 
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current and Capital account of its balance of payments between 2005 and 2007, which then 
went on to adjust in 2008 and 2009 owing to a sharp fall in domestic demand. Following 
an increase in the deficit in 2010, the external balance improved further to 0.0% of GDP in 
2012 and recorded a surplus of 0.5% in 2013 owing to a rising surplus in the trade in 
goods balance. At the same time the country’s net international Investment position 
deteriorated substantially from -28.2% of GDP in 2004 to -48.8% of GDP in 2012, before 
improving to -45.6 % of GDP in 2013. 

Long-term interest rates were 2.2% on average over the reference period from May 2013 
to April 2014 and were thus well below the 6.2% reference value for the interest rate 
convergence criterion. In recent years, long-term interest rates in the Czech Republic have 
been on a strong downward trend since peaking at 5.5% in June 2009, with bond yields 
exhibiting some of the volatile behaviour also observed in other countries in the context of 
the euro area sovereign debt crisis. At the end of the reference period, long-term interest 
rates stood at 2.0%. The decline in long-term interest rates from 2009, coupled with high 
long-term interest rates in the euro area, caused the interest rate differential to narrow and 
turn significantly negative; in August 2012 it stood at -1.5 percentage points. 
Subsequently, long-term interest rates in the Czech Republic feil less sharply than those in 
the euro area, and the spread narrowed to stand at about -0.4 percentage point (and 0.3 
percentage point with respect to the AAA euro area yield) at the end of the reference 
period. 

Achieving an environment that is conducive to sustainable convergence in the Czech 
Republic requires, among other things, maintaining a price stability-oriented monetary 
policy in the medium term. Regarding macroeconomic imbalances, the European 
Commission did not select the Czech Republic for an in-depth review in its Alert 
Mechanism Report 2014. Nevertheless, the Czech Republic needs to deal with a wide 
ränge of economic policy challenges, which are described in more detail in Chapter 5. 

Czech law does not comply with all the requirements for central bank independence, 
confidentiality, the monetary fmancing prohibition and legal Integration into the 
Eurosystem. The Czech Republic is an EU Member State with a derogation and must 
therefore comply with all adaptation requirements under Article 13 1 of the Treaty. 
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4.3 CROATIA^ 

Over the reference period from May 2013 to April 2014, the 12-montli average rate of 
HICP inflation in Croatia was 1.1%, i.e. well below the reference value of 1.7% for the 
criterion on price stability. 

Looking back over a longer period, consumer price inflation in Croatia fluctuated between 
annual averages of 1.1% and 5.8% over the past ten years. Having hovered around 2-3% 
during the period 2004-07, inflation exceeded 5% in 2008, before returning to more 
moderate levels. During the period 2004-08 there was a build-up of domestic demand 
pressures, which was driven by strong credit growth. At the same time, robust wage 
growth was eroding competitiveness. These macroeconomic developments proved to be 
unsustainable, and the global financial crisis pushed Croatia’ s economy into a lasting 
recession in 2009. Consequently, the annual rate of HICP inflation decelerated, bottoming 
out at 1.1% in 2010. Thereafter it gradually picked up again, to stand at 3.4% in 2012, 
owing to increases in food, energy and administered prices, as well as to hikes in the value 
added tax (VAT) and excise duties, before slowing to 2.3% in 2013 as the effects of these 
increases faded. Looking at recent developments, the annual rate of HICP inflation moved 
temporarily into slightly negative territory in early 2014, to stand at -0.1% in April. This 
marked decline is attributable to lower food and energy prices, a reduction in electricity 
prices in October 2013 and the absence of demand-side pressures. Overall, the current 
inflation picture needs to be viewed against a background of large macroeconomic 
imbalances and vulnerabilities. 


The latest available forecasts from major international institutions project inflation to 
increase gradually in 2014-15 and to ränge from 0.5% to 1.1% and from 1.1% to 2.2% 
respectively from currently negative levels. Risks to the inflation outlook for Croatia are 
broadly balanced. In particular, on the upside the risks relate to developments in 
Commodity and administered prices, while on the downside they relate to the strength of 
the economic recovery. Looking further ahead, maintaining low inflation rates on a 
sustainable basis in Croatia may be challenging in the medium term, given monetary 
policy’s limited room for manoeuvre under the tightly managed floating exchange rate 
regime and the high level of euroisation. The catching-up process is likely to have a 
bearing on inflation and/or the nominal exchange rate over the coming years, given that 
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GDP per capita and price levels are still lower in Croatia than in the euro area. However, it 
is difficult to assess the exact magnitude of the effect resulting from this catching-up 
process. Once the economy gains momentum and the income convergence progresses, 
price level convergence is likely to continue. This, in turn, would manifest itself in terms 
of higher domestic inflation, given the tightly managed floating exchange rate regime. 

Overall, although the 12-month average rate of HICP inflation in Croatia is currently well 
below the reference value, there are concerns regarding the sustainability of inflation 
convergence. 

Croatia is subject to an EU Council decision on the existence of an excessive deficit, with 
a deadline of 2016 for correcting it. In the reference year 2013 the general government 
budget balance recorded a deficit of 4.9% of GDP, i.e. well above the 3% reference value. 
The general government gross debt-to-GDP ratio was 67.1%, i.e. above the 60% reference 
value. In 2014 the deficit ratio is forecast by the European Commission to decrease to 
3.8% and the government debt ratio to increase to 69.0%. With regard to other fiscal 
factors, the deficit ratio exceeded the ratio of public investment to GDP in 2013 and is 
projected to do so again in 2014. Importantly, Croatia must ensure progress is made on 
fiscal consolidation in 2014 and beyond, in line with the EDP requirement to ensure that 
the excessive deficit is corrected by the 2016 deadline. It also needs to address a number 
of fiscal challenges, as described in Chapter 5. 

In the two-year reference period the Croatian kuna did not participate in ERM II, but 
traded under a flexible exchange rate regime involving a tightly managed floating of the 
currency’ s exchange rate. Over the reference period the exchange rate of the Croatian 
kuna against the euro showed a low degree of volatility. At the same time short-term 
interest rate differentials against the three-month EURIBOR stood, on average, at 
relatively high levels. In a longer-term context, in April 2014 both the real effective 
exchange rate and the real bilateral exchange rate of the Croatian kuna against the euro 
stood close to the corresponding ten-year historical averages. As regards other external 
developments, Croatia’ s current and Capital account has adjusted substantially in recent 
years. After a progressive increase in the external deficit between 2004 and 2008, the 
combined current and Capital account improved steadily and turned into a slight surplus of 
0.1% of GDP in 2012 and a surplus of 1.2% of GDP in 2013. At the same time the 
country’s net international investment position deteriorated substantially from -47.7% of 
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GDP in 2004 to -89.5% in 2012 and -88.4% in 2013. Fiscal and stmctural policies 
therefore continue to be important for supporting external sustainability and the 
competitiveness of the economy. 

Long-term interest rates were 4.8% on average over the reference period from May 2013 
to April 2014 and thus below the 6.2% reference value for the interest rate convergence 
criterion. Düring the reference period long-term interest rates increased as credit ratings 
were downgraded. Long-term interest rates stood at 4.4% at the end of the reference 
period, 2.0 percentage points higher than the euro area average (and 2.7 percentage points 
higher than the euro area AAA yield). 

Achieving an environment that is conducive to sustainable convergence in Croatia 
requires, among other things, a stability-oriented monetary policy and all-encompassing 
structural reforms. With regard to macroeconomic imbalances, the European Commission 
selected Croatia for an in-depth review in its Alert Mechanism Report 2014 and concluded 
that “Croatia is experiencing excessive macroeconomic imbalances, which require specific 
monitoring and strong policy action”. At the same time, given monetary policy’ s limited 
room for manoeuvre owing to the tightly managed floating exchange rate regime and the 
high level of euroisation, it is imperative that other policy areas provide the economy with 
the wherewithal to cope with country-specific shocks in order to ensure the correction of 
macroeconomic imbalances and to prevent their recurrence in the future. Specifically, 
Croatia needs to deal with a wide ränge of economic policy challenges that are described 
in more detail in Chapter 5. 

Croatian law does not comply with all the requirements for central bank independence. 
Croatia is a Member State with a derogation and must therefore comply with all 
adaptation requirements under Article 13 1 of the Treaty. 
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4.4 LITHUANIA 

Over the reference period from May 2013 to April 2014, the 12-month average rate of 
HICP Inflation in Lithuania was 0.6%, i.e. well below the reference value of 1.7% for the 
criterion on price stability. 

Looking back over a longer period, consumer price inflation in Lithuania has been 
volatile, with 12-month average rates ranging from 1.2% to 11.1% over the past ten years. 
Following Lithuania’ s accession to the EU in 2004, inflation picked up from the subdued 
rates prevailing earlier in the decade and rose significantly in 2007-08. The upward trend 
in inflation was initially due to higher prices for Commodities and imports, as well as hikes 
in indirect tax rates. A further rise in inflation that began in 2007 is attributable to a 
combination of factors, including higher prices for energy and food products, as well as an 
increasingly tight labour market and very strong demand growth, reflecting an overheating 
economy and rising macroeconomic imbalances. As these macroeconomic developments 
proved to be unsustainable, the Lithuanian economy experienced a severe contraction in 
2009, before recovering again in the years that followed. After peaking at 1 1.1% in 2008, 
the annual rate of inflation feil sharply. This adjustment helped Lithuania to regain price 
competitiveness. In 2011-12, however, hikes in global energy and food prices set inflation 
on an upward course once again. In 2013 inflation then declined to 1.2% as a result of 
favourable global commodity prices and a fall in food prices and administered prices. 
Looking at recent developments, the annual rate of HICP inflation remained low in early 
2014 and stood at 0.3% in April 2014. 

The latest available forecasts from major international institutions project inflation to 
increase gradually and to ränge from 1.0% to 1.3% in 2014 and from 1.8% to 2.4% in 
2015. Risks to inflation are tilted to the upside: there is the possibility of higher than 
expected increases in prices for global food and energy and stronger than expected 
increases in wages, but there are downside risks stemming from likely administrative price 
reductions related to envisaged price cuts of imported gas. Larger increases in wages, 
particularly if labour productivity growth is weaker than currently expected, would put 
upward pressure on unit labour costs. Looking further ahead, maintaining low inflation 
rates on a sustainable basis in Lithuania will be challenging in the medium term, given 
monetary policy’s limited room for manoeuvre. The catching-up process is also likely to 
have a bearing on inflation over the coming years, given that GDP per capita and price 


ECB 



Convergence Report 
June 2014 




Deutscher Bundestag - 18. Wahlperiode 


-377- 


Drucksache 18/1730 


levels are still lower in Lithuania than in the euro area. However, it is difficult to assess 
the exact size of the inflation effect resulting from this catching-up process. Nevertheless, 
income and price level convergence is likely to continue. This, in turn, would manifest 
itself in terms of higher domestic inflation, given the absence of flexibility in the nominal 
exchange rate. Indeed, in the context of the process of economic convergence, it cannot be 
ruled out that significant demand pressure may emerge again, although the ongoing 
deleveraging process, strengthened fiscal governance and macro-prudential frameworks 
(including the Implementation of “responsible lending guidelines” of Lietuvos bankas) 
reduce this risk for the future. Therefore, given the lack of nominal exchange rate 
flexibility and the limitations of alternative counter-cyclical policy instruments, it may be 
difficult to prevent another build-up of macroeconomic imbalances, including high rates 
of inflation. 

Overall, although the 12-month average rate of HICP inflation in Lithuania is well below 
the reference value, there are concerns regarding the sustainability of inflation 
convergence. 

Lithuania is not currently subject to an EU Council decision on the existence of an excessive 
deficit. In the reference year 2013 the general govemment budget balance recorded a deficit 
of 2.1% of GDP, i.e. below the 3% reference value. The general govemment gross debt-to- 
GDP ratio was 39.4%, i.e. well below the 60% reference value. In 2014 the deficit ratio is 
forecast by the European Commission to remain at 2.1% and the govemment debt ratio to 
increase to 41.8%. With regard to other fiscal factors, the deficit ratio did not exceed the 
ratio of public investment to GDP in 2013. Importantly, Lithuania must ensure sufficient 
progress is made towards meeting its medium-term objective (a structural deficit of 1.0% of 
GDP), as well as maintaining sound fiscal policies thereafter. It also needs to continue the 
implementation of its expenditure-based consolidation strategy and to address a number of 
fiscal challenges, as described in Chapter 5. 

The Lithuanian litas has been participating in ERM II since 28 June 2004. In the two-year 
reference period the litas was stable at its central rate of 3.45280 litas per euro. Short-term 
interest rate differentials against the three-month EURIBOR averaged a modest level of 
around 0.5 percentage point from the Start of the reference period to the three-month 
period ending in June 2013. Thereafter they declined to very low levels, Standing at 
0.1 percentage point in the three-month period ending in March 2014. In a longer-term 
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context, in April 2014 both the real effective exchange rate and the real bilateral exchange 
rate of the Lithuanian litas against the euro stood relatively close to the corresponding ten- 
year historical averages. As regards other external developments, the deficit in the 
combined current and Capital account of the balance of payments widened progressively 
between 2004 and 2008. After a sharp fall in domestic demand, which led to lower 
Imports, gains in competitiveness and a strong recovery of exports, the deficit decreased 
substantially and the combined current and Capital account registered a large surplus in 
2009, Standing at 2.0% of GDP in 2012 and 3.7% in 2013. At the same time Lithuania’s 
net international Investment position deteriorated from -34.4% of GDP in 2004 to -57.3% 
in 2009, but gradually improved to -52.8% in 2012 and -45.7% in 2013. 

Long-term interest rates were 3.6% on average over the reference period from May 2013 
to April 2014 and were thus well below the 6.2% reference value for the interest rate 
convergence criterion. The international financial crisis had a significant adverse effect on 
Lithuanian Capital markets, and long-term interest rates increased considerably to a 
plateau of 14.5% during 2009, with no secondary trading taking place. From 2010 limited 
trading and primary issuance restarted, and long-term interest rates declined almost 
continuously until the end of the reference period to stand at 3.3%. The decline occurred 
against a background of more stähle economic developments. From 2010 onwards the 
interest rate differential with the euro area average narrowed to stand at 0.9 percentage 
point (and 1.6 percentage points with respect to the AAA euro area yield) at the end of the 
reference period. 

Achieving an environment that is conducive to sustainable convergence in Lithuania 
requires, among other things, the conduct of economic policies which are geared towards 
ensuring overall sustainable macroeconomic stability, including price stability. Regarding 
macroeconomic imbalances, the European Commission did not select Lithuania for an in- 
depth review in its Alert Mechanism Report 2014. At the same time, given monetary 
policy’s limited room for manoeuvre owing to the lack of nominal exchange rate 
flexibility, it is imperative that other policy areas provide the economy with the 
wherewithal to cope with country-specific shocks in order to prevent the recurrence of 
macroeconomic imbalances. Specifically, Lithuania needs to deal with a wide ränge of 
economic policy challenges that are described in more detail in Chapter 5. 


Lithuanian law complies with the Treaties and the Statute. 
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4.5 HUNGARY 

Over the reference period from May 2013 to April 2014, the 12-montli average rate of 
HICP inflation in Hungary was 1.0%, i.e. well below the reference value of 1.7% for the 
criterion on price stability. 

Looking back over a longer period the annual rate of consumer price inflation in Hungary 
has hovered around 5% over the past ten years with some exceptions. However, 
successive commodity price shocks and frequent changes in indirect taxes and 
administered prices meant that consumer price inflation in Hungary was relatively volatile 
during the period under review. The substantial growth in compensation per employee up 
to 2008 pushed up unit labour costs, which then feil in 2009-10 as a result of the wage 
restraint associated with the economic slowdown. This moderation in unit labour cost 
growth proved to be temporary, as a pick-up in growth in compensation per employee in 
2011 and negative labour productivity growth in 2012 pushed up unit labour costs. In 
2013 unit labour cost growth accelerated further on the back of substantial growth in 
compensation per employee, reflecting wage increases in the public sector. Looking at 
recent developments, the annual rate of HICP inflation has subsided further in early 2014 
to stand at -0.2% in April. Besides the subdued domestic demand, low inflation reflects a 
slowdown in food price inflation on the back of a good harvest, low imported inflation and 
declining energy prices reflecting the cuts in administrative prices in 2013-14. 

The latest available forecasts from major international institutions project inflation to 
gradually rise in 2014 and 2015 and to ränge from 0.5% to 1.0% and from 2.8% to 3.0% 
respectively. The risks to the inflation outlook are broadly balanced. On the upside, there 
may be a stronger than expected rise in global commodity prices and renewed tensions in 
global financial markets, while domestic policy uncertainty may exert further depreciation 
pressure on the formt and thus drive up prices for imported goods and Services. On the 
downside, the ongoing balance sheet adjustment by banks and households and the fiscal 
bürden are expected to weigh on the recovery of domestic demand. Looking further ahead, 
the catching-up process is likely to have a bearing on inflation and/or nominal exchange 
rate over the coming years, given that GDP per capita and price levels are still lower in 
Hungary than in the euro area. However, it is difficult to assess the exact size of the effect 
resulting from this catching-up process. 
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Overall, although the 12-month average rate of HICP inflation in Hungary is well below 
the reference value, there are concerns regarding the sustainability of inflation 
convergence. 

Hungary is not currently subject to an EU Council decision on the existence of an 
excessive deficit. In the reference year 2013 the general government budget balance 
recorded a deficit of 2.2% of GDP, i.e. below the 3% reference value. The general 
government gross debt-to-GDP ratio was 79.2%, i.e. above the 60% reference value. In 
2014 the budget deficit is forecast by the European Commission to increase to 2.9% of 
GDP and the government debt ratio to 80.3%. With regard to other fiscal factors, the 
deficit ratio did not exceed the ratio of public investment to GDP in 2013. Importantly, 
Hungary must ensure that it complies with its medium-term objective (a structural deficit 
of 1.7% of GDP) and brings the government debt ratio onto a firm downward path. It also 
needs to address a number of fiscal challenges, as described in Chapter 5.5.2. 

In the two-year reference period the Hungarian forint did not participate in ERM II. The 
exchange rate of the Hungarian forint against the euro showed a high degree of volatility. 
The forint appreciated up to August 2012, but thereafter weakened by about 10% vis-ä-vis 
the euro in late 2012 and the first quarter of 2013. After recovering some of its losses, the 
Hungarian forint came under renewed pressure in mid-2013 and depreciated in early 2014, 
before recovering somewhat fi^om the end of the first quarter onwards. Short-term interest 
rate differentials against the three-month EURIBOR stood at high levels, although they 
were declining gradually amid interest rate cuts by the Magyar Nemzeti Bank in an 
environment of decreasing inflation differentials vis-ä-vis the euro area. An agreement on 
repurchase transactions between the Magyar Nemzeti Bank and the ECB announced in 
late 2008 helped to reduce financial vulnerabilities and therefore might also have 
contributed to reducing exchange rate pressures over the reference period. In a longer- 
term context, in April 2014 both the real effective exchange rate and the real bilateral 
exchange rate of the Hungarian forint against the euro stood below the corresponding ten- 
year historical averages. As regards other external developments, Hungary’ s current and 
Capital account has adjusted sharply in recent years. After reporting persistent large 
deficits between 2004 and 2008, the combined current and Capital account of the balance 
of payments reversed to reach a surplus in 2009 and widened gradually to 3.5% in 2012 
and 6.5% in 2013. At the same time Hungary’s net international investment position, 
which had also deteriorated sharply from -85.4% of GDP in 2004 to a trough of -117.2% 
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in 2009, improved to -103.2% of GDP in 2012 and -93.0% of GDP in 2013. However, the 
country’s net foreign liabilities are still very high. Fiscal and stmctural policies therefore 
continue to be important for supporting extemal sustainability and the competitiveness of 
the economy. 

Long-term interest rates were 5.8% on average over the reference period from May 2013 
to April 2014 and were thus below the 6.2% reference value for the interest rate 

convergence criterion. Leading up to the reference period, long-term interest rates had 

decreased substantially, from 9.0% in early 2012 to 5.1% in May 2013. A decrease in 
global risk aversion and a number of consecutive monetary policy rate cuts had 
contributed to the decline in bond yields. Düring the reference period interest rates 
increased and stood at 5.6% at the end of the period, reflecting mainly domestic 

imbalances. The interest rate differential with the euro area average stood at 3.2 

percentage points at the end of the reference period (and 3.9 percentage points with 
respect to the AAA euro area yield). 

Achieving an environment that is conducive to sustainable convergence in Hungary 
requires, among other things, a stability-oriented monetary policy, including a stable 
institutional environment that maintains market confidence, while fully respecting the 
independence of the central bank. With regard to macroeconomic imbalances, the 
European Commission selected Hungary for an in-depth review in its Alert Mechanism 
Report 2014 and concluded that “Hungary continues to experience macroeconomic 
imbalances, which require monitoring and decisive policy action”. Indeed, Hungary needs 
to deal with a wide ränge of economic policy challenges that are described in more detail 
in Chapter 5.5.1. 

Hungarian law does not comply with all the requirements for central bank independence, 
the Prohibition of monetary fmancing, the requirements for the single spelling of the euro 
and legal Integration into the Eurosystem. Hungary is an EU Member State with a 
derogation and must therefore comply with all adaptation requirements under Article 131 
of the Treaty. 
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4.6 POLAND 

Over the reference period from May 2013 to April 2014, the 12-month average rate of 
HICP Inflation in Poland was 0.6%, i.e. well below the reference value of 1.7% for the 
criterion on price stability. 

Looking back over a longer period, annual consumer price inflation in Poland has 
fluctuated within a ränge of 0.8% and 4.2% over the past ten years. More specifically, 
following a temporary rise in 2004, owing mainly to Poland’ s accession to the EU, 
inflation declined to low levels in 2005 and 2006. At the end of 2006 price pressures 
picked up, with inflation rising to above 4.0% in 2008 and remaining at an elevated level 
in 2009. Up to mid-2008 macroeconomic developments were characterised by a sustained 
upswing in economic activity that was only interrupted in the first half of 2005. Price 
developments at that time were also influenced by the rise in commodity prices. Capacity 
pressures became apparent in 2007-08, but these declined with the onset of the global 
financial crisis. A relatively short-lived economic slowdown and lower global commodity 
prices resulted in a temporary decline in annual HICP inflation to levels below 2% in the 
Summer of 2010. In 2011 the surge in global commodity prices, the depreciation of the 
nominal exchange rate and a hike in the value added tax rate amid robust domestic 
demand contributed to a renewed increase in inflation. However, the significant 
weakening of domestic economic activity that started in 2012, combined with 
developments in global commodity prices, contributed to a sharp decline in inflation in 
2013 to a historically low level. Annual inflation reached a trough of 0.2% in June 2013. 
Looking at recent developments, annual HICP inflation has remained subdued, Standing at 
0.3% in April 2014. CPI inflation also stood at 0.3%, below the central bank’s medium- 
term inflation target (2.5% with a tolerance band of ±1 percentage point). 

The latest available forecasts from major international institutions project inflation to 
gradually rise in 2014 and 2015, and to ränge from 1.1% to 1.5% and from 1.9% to 2.4% 
respectively. Risks to the inflation outlook are broadly balanced. Upside risks relate 
mainly to developments in commodity prices, while downside risks are mostly associated 
with the pace of the economic recovery in Poland. Looking further ahead, the catching-up 
process is likely to have a bearing on inflation and/or the nominal exchange rate over the 
Corning years, given that GDP per capita and price levels are still lower in Poland than in 
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the euro area. However, it is difficult to assess the exact size of the effect resulting from 
this catching-up process. 

Overall, although the 12-month average rate of HICP Inflation in Poland is currently well 
below the reference value, there are concerns regarding the sustainability of Inflation 
convergence. 

Poland is currently subject to an EU Council decision on the existence of an excessive 
deficit. In the reference year 2013 the general government budget balance recorded a 
deficit of 4.3% of GDP, i.e. well above the 3% reference value. The general government 
gross debt-to-GDP ratio was 57.0%, i.e. below the 60% reference value. In 2014 a 
temporary budget surplus of 5.7% of GDP is forecast by the European Commission, while 
the government debt ratio is projected to decrease to 49.2% owing to a one-off transfer of 
assets from the second pillar of the pension System (about 9% of GDP). With regard to 
other fiscal factors, the deficit ratio exceeded the ratio of public investment to GDP in 
2013. Importantly, Poland must ensure that there is a sustainable reduction in the budget 
deficit and correct the excessive deficit by 2015, in line with the EDP requirements, as 
well as ensuring that sufficient progress is made towards meeting its medium-term 
objective (a structural deficit of 1% of GDP) thereafter. It also needs to address other 
fiscal challenges, as described in Chapter 5. 

In the two-year reference period the Polish zloty did not participate in ERM II, but traded 
under a flexible exchange rate regime. The exchange rate of the Polish zloty against the 
euro showed a relatively high degree of volatility. Up to August 2012 the Polish zloty 
appreciated gradually against the euro. It then depreciated vis-ä-vis the euro during a 
period of increased volatility in mid-2013. Thereafter, the zloty strengthened gradually 
against the euro until the end of the reference period. Short-term interest rate differentials 
against the three-month EURIBOR remained at somewhat wide levels in Poland. In late 
2008 Narodowy Bank Polski and the ECB agreed on repurchase transactions, which 
would provide Narodowy Bank Polski with a facility to borrow up to €10 billion. 
Moreover, a Flexible Credit Line (FCL) arrangement with the IMF, designed to meet the 
demand for crisis-prevention and crisis-mitigation lending, has been in place since mid- 
2009, having been prolonged twice in 2011 and 2013. Poland has not received any 
disbursements from the FCL since its establishment. As these arrangements helped to 
reduce risks related to financial vulnerabilities, they might also have contributed to 
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reducing the risk of exchange rate pressures. In a longer-term context, in April 2014 both 
the real effective exchange rate and the real bilateral exchange rate of the Polish zloty 
against the euro stood close to the corresponding ten-year historical averages. As regards 
other external developments, in 2007 and 2008 Poland reported large deficits in the 
combined current and Capital account of its balance of payments. The combined current 
and Capital account balance adjusted markedly in 2009 and stood at -1.5% of GDP in 2012 
and 1.0% in 2013. At the same time Poland’ s net international Investment position 
deteriorated substantially, from -41.6% of GDP in 2004 to -68.6% in 2013. Fiscal and 
structural policies therefore continue to be important for supporting external sustainability 
and the competitiveness of the economy. 

Long-term interest rates were 4.2% on average over the reference period from May 2013 
to April 2014 and were thus well below the reference value of 6.2% for the interest rate 
convergence criterion. Düring the financial crisis, long-term interest rates in Poland were, 
Overall, relatively volatile, stabilising in the second half of 2009 and in early 2010. 
Increasing international Investor demand for Polish sovereign Fonds fostered the decline 
in long-term interest rates in 2010. At the end of 2010 and the beginning of 2011, long- 
term interest rates increased somewhat, reflecting broader financial market tensions. From 
mid-2011 until mid-2013, they followed a downward trend, increasing somewhat 
afterwards. At the end of the reference period, the long-term interest rate for Poland stood 
at 4.1%, which was 1.7 percentage points higher than the euro area average (and 
2.4 percentage points higher than the euro area AAA yield). 

Achieving an environment that is conducive to sustainable convergence in Poland 
requires, among other things, maintaining a price stability-oriented monetary policy in the 
medium term. Regarding macroeconomic imbalances, the European Commission did not 
select Poland for an in-depth review in its Alert Mechanism Report 2014. Although the 
Polish economy managed to weather the global crisis comparatively well, a number of 
structural issues remain unresolved. Specifically, Poland needs to deal with a wide ränge 
of economic policy challenges that are described in more detail in Chapter 5. 

Polish law does not comply with all the requirements for central bank independence, 
confidentiality, the monetary fmancing prohibition and legal Integration into the 
Eurosystem. Poland is an EU Member State with a derogation and must therefore comply 
with all adaptation requirements under Article 13 1 of the Treaty. 


ECB 

Convergence Report 
June 2014 


87 




Deutscher Bundestag - 18. Wahlperiode 


-385 - 


Drucksache 18/1730 


4.7 ROMANIA 

Over the reference period from May 2013 to April 2014, the 12-montli average rate of 
HICP inflation in Romania was 2.1%, i.e. above the reference value of 1.7% for the 
criterion on price stability. 

Looking back over a longer period, the average annual rate of HICP inflation in Romania 
decreased from very high levels in the early 2000s up to 2007, when the downward trend 
was reversed. In 2009 inflation feil again and broadly stabilised thereafter at an elevated 
level, before declining to historically low levels of 3.4% and 3.2% in 2012 and 2013 
respectively. In addition to unit labour costs, a succession of major supply-side shocks 
(including a VAT rate hike in 2010), adjustments in administered prices and excise duties 
and exchange rate developments played a major role in driving inflation developments. 
Inflation dynamics over the past ten years should be viewed against a background of 
overheating in the economy from 2004 to 2008, which was followed by a sharp 
contraction in economic activity in 2009 and 2010, and a moderate recovery from 201 1 to 
2013. Düring the period 2004-08 unemployment declined and wage growth significantly 
outpaced productivity growth, which in turn drove up unit labour cost growth to double- 
digit levels. As unemployment picked up again and wage growth moderated significantly, 
unit labour cost growth feil from 22.9% in 2008 to 2.5% in 2013. Looking at recent 
developments, annual HICP inflation broadly followed a downward path from its peak of 
5.4% in September 2012 to 1.1% in September 2013, before picking up somewhat to 1.6% 
in April 2014 following an increase in excise duties on fuel. The Overall marked decline is 
attributable to a reduction in the value added tax rate on flour and bakery products in 
September 2013, easing pressures from energy and food prices on the back of global price 
developments, a very good harvest, downward base effects, the disinflation pressures 
exerted by the negative output gap and falling inflation expectations. 

The latest available forecasts from major international institutions project average annual 
inflation to rise gradually from historically low levels and to ränge from 2.2% to 2.5% in 
2014 and from 3.0% to 3.3% in 2015. While the immediate risks to the inflation outlook 
are broadly balanced, upside risks prevail in the medium term. They relate to a stronger 
than expected rise in global commodity prices and depreciation pressures on the leu 
resulting from renewed tensions in global financial markets. Risks from domestic sources 
are associated with the impact of further deregulation of energy prices and hikes in excise 
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duties as well as persistent uncertainty regarding progress made on implementing the 
structural reform measures agreed in the context of the precautionary financial assistance 
Programme. Moreover, there are risks stemming from possible fiscal slippages in the 
context of the presidential elections scheduled for December 2014. Weaker than expected 
economic activity constitutes a downside risk to the inflation outlook. Looking further 
ahead, the catching-up process is likely to have a bearing on inflation and/or the nominal 
exchange rate over the coming years, given that GDP per capita and price levels are still 
significantly lower in Romania than in the euro area. However, it is difficult to assess the 
exact magnitude of the effect resulting from this catching-up process. 

Romania is not currently subject to an EU Council decision on the existence of an 
excessive deficit. In the reference year 2013 the general government budget balance 
recorded a deficit of 2.3% of GDP, i.e. below the 3% reference value. The general 
government gross debt-to-GDP ratio was 38.4%, i.e. well below the 60% reference value. 
In 2014 the deficit ratio is forecast by the European Commission to decline marginally to 
2.2% and the government debt ratio to increase to 39.9%. With regard to other fiscal 
factors, the deficit ratio did not exceed the ratio of public investment to GDP in 2013. 
Importantly, Romania must ensure that sufficient progress is made towards meeting its 
medium-term objective (a structural deficit of 1% of GDP), as well as fulfilling the 
commitments agreed on in the context of the EU-IMF financial assistance programme. It 
also needs to address a number of fiscal challenges, as described in Chapter 5. 

Over the two-year reference period the Romanian leu did not participate in ERM II, but 
traded under a flexible exchange rate regime involving a managed floating of the 
currency. The exchange rate of the Romanian leu against the euro showed a relatively 
high degree of volatility. Following a slight appreciation of the Romanian leu up to May 
2013, the currency weakened during a period of increased volatility in mid-2013. 
Thereafter the leu strengthened again somewhat, stabilising around its average level at the 
beginning of the reference period. Over the entire reference period short-term interest rate 
differentials against the three-month EURIBOR remained, on average, at a high level, 
although declining gradually amid interest rate cuts by Banca Nationalä a Romäniei in an 
environment of decreasing inflation differentials vis-ä-vis the euro area. In 2009 an 
international financial assistance package led by the EU and the IMF was agreed for 
Romania, which was followed by a precautionary financial assistance programme in 201 1 
and a successor programme in 2013. During the reference period Romania did not draw 
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on the resources of the precautionary arrangements. As these agreements helped to reduce 
financial vulnerabilities, they might also have contributed to reducing exchange rate 
pressures over the reference period. In a longer-term context, in April 2014 both the real 
effective exchange rate and the real bilateral exchange rate of the Romanian leu against 
the euro stood relatively dose to the corresponding ten-year historical averages. As 
regards other external developments, Romania’ s current and Capital account has adjusted 
substantially in recent years. After reporting a progressive increase in the external deficit 
between 2004 and 2007, the combined current and Capital account deficit adjusted in 
2009, improving further to 3.0% of GDP in 2012 and tuming into a surplus of 1.2% of 
GDP in 2013. At the same time, the country’s net international Investment position 
deteriorated substantially from -26.4% of GDP in 2004 to -67.5% in 2012, but improved 
to -62.3% in 2013. Fiscal and structural policies therefore continue to be important for 
supporting external sustainability and the competitiveness of the economy. 

Long-term interest rates were 5.3% on average over the reference period from May 2013 
to April 2014 and were thus below the 6.2% reference value for the interest rate 
convergence criterion. In previous years, long-term interest rates in Romania had tended 
to fluctuate around 7%, within a margin of ±0.5 percentage point, with stubborn inflation 
dynamics preventing a sustained downward trend in nominal interest rates. More recently, 
inflation has declined sharply, allowing the central bank to ease policy rates more rapidly 
than before. This has contributed to the narrowing of the long-term interest rate 
differential between Romania and the euro area average. At the end of the reference 
period, the long-term interest rate stood at 5.2%, 2.8 percentage points above the euro area 
average (and 3.5 percentage points above the AAA euro area yield). 

Achieving an environment that is conducive to sustainable convergence in Romania 
requires, among other things, the conduct of economic policies which are geared towards 
ensuring overall macroeconomic stability, including sustainable price stability. Regarding 
macroeconomic imbalances, the country is subject to surveillance under a macroeconomic 
adjustment programme supported by financial assistance. Romania needs to deal with a 
wide ränge of economic policy challenges that are described in more detail in Chapter 5. 

Romanian law does not comply with all the requirements for central bank independence, 
the monetary fmancing prohibition and legal Integration into the Eurosystem. Romania is 
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an EU Member State with a derogation and must therefore comply with all adaptation 
requirements under Article 131 of the Treaty. 
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4.8 SWEDEN 

Over the reference period from May 2013 to April 2014, the 12-montli average rate of 
HICP inflation in Sweden was 0.3%, i.e. well below the reference value of 1.7% for the 
criterion on price stability. 

Looking back over a longer period, inflation developments in Sweden have generally been 
moderate, with the rate of HICP inflation averaging 1.5% over the past ten years. This 
reflects the credibility of monetary policy in Sweden, which is underpinned by moderate 
wage formation and the country’s Status as an advanced economy. Düring this period 
average annual HICP inflation exceeded 2.0% only in 2008. In 2013 average annual HICP 
inflation stood at 0.4%. Looking at recent developments, the annual rate of HICP inflation 
stood at moderate levels in the last quarter of 2013 and in early 2014, and was well below 
the inflation target of Sveriges Riksbank. This pattem was mainly attributable to declining 
energy prices and subdued increases in Services prices. The fall in profit shares in both the 
Services and goods producing industries signalled that the business sector was still having 
difficulty backing cost increases with higher prices. 

The latest available forecasts from major international institutions project inflation to 
remain broadly unchanged in 2014 before increasing in 2015, and to ränge from 0.1% to 
0.5% and from 1.4% to 1.8% respectively. Overall, risks to the inflation outlook are 
broadly balanced. Upside risks relate to a stronger than expected rebound in investment 
activity and to increasing global commodity prices. The main downside risk relates to a 
correction of house prices, which could dampen domestic demand. Exchange rate 
fluctuations are an additional source of uncertainty surrounding the inflation forecast. The 
fact that the price level in Sweden is still relatively high compared with the euro area 
average suggests that further trade integration and increased competition may have a 
downward impact on price dynamics. 

Sweden is not subject to an EU Council decision on the existence of an excessive deficit. 
In the reference year 2013 the general government budget balance recorded a deficit of 
1.1% of GDP, i.e. well below the 3% deficit reference value. The general government 
gross debt-to-GDP ratio was 40.6% of GDP, i.e. below the 60% reference value. In 2014 
the deficit ratio is forecast by the European Commission to increase to 1.8% of GDP and 
the government debt ratio to 41.6%. With regard to other fiscal factors, the deficit ratio did 
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not exceed the ratio of public investment to GDP in 2013. Importantly, Sweden should 
maintain sound public fmances and continue to anchor its budgetary consolidation 
strategy in the years to come in its rule-based fiscal framework, which bas so far been 
beneficial to fiscal performance. It also needs to address a number of fiscal challenges, as 
described in Chapter 5. 

In the two-year reference period the Swedish krona did not participate in ERM II, but 
traded under a flexible exchange rate regime. The exchange rate of the Swedish krona 
against the euro displayed, on average, a high degree of volatility over the reference 
period. The currency appreciated against the euro up to August 2012, before weakening 
again up to the end of 2012. Thereafter the krona appreciated in the first quarter of 2013, 
before gradually depreciating up to May 2014. Short-term interest rate differentials against 
the three-month EURIBOR decreased gradually from 1.6 percentage points in the three- 
month period ending in June 2012 to 0.6 percentage point in the three-month period 
ending in March 2014. Over the reference period Sveriges Riksbank maintained a swap 
agreement with the ECB for borrowing euro in exchange for Swedish kronor. As this 
arrangement helped to reduce financial vulnerabilities, it might also have had an impact on 
the exchange rate of the Swedish krona. In a longer-term context, in April 2014 both the 
real effective exchange rate and the real bilateral exchange rate of the Swedish krona 
against the euro stood close to the corresponding ten-year historical averages. As regards 
other external developments, since 2004 Sweden has accumulated large surpluses - of 
around 7% of GDP on average - in its combined current and Capital account of the 
balance of payments, which reached 6.0% in 2013. At the same time the country’s net 
international investment position improved from -24.9% of GDP in 2004 to -12.1% in 
2012 and -5.0% in 2013. 

Long-term interest rates were 2.2% on average over the reference period from May 2013 
to April 2014 and were thus well below the 6.2% reference value for the interest rate 
convergence criterion. Long-term interest rates reached a historically low level of 1.3% in 
2012, partly reflecting the Swedish governmenf s high perceived creditworthiness and 
strong demand for Swedish krona assets. They increased afterwards as safe-haven 
portfolio flows reduced, and stood at 2.1% at the end of the reference period. The 
differential between the Swedish long-term interest rate and that of the euro area average 
was negative from 2005 onwards and widened from 2008 to reach 3.0% in 2011. The 
differential narrowed thereafter as a result of a decline in euro area yields and an increase 
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in Swedish yields, and stood at -0.3 percentage point (and 0.4 percentage point with 
respect to the AAA euro area yield) at the end of the reference period. 

Maintaining an environment that is conducive to sustainable convergence in Sweden 
requires, among other things, the continuation of a price stability-oriented monetary policy 
over the medium term. With regard to macroeconomic imbalances, the European 
Commission selected Sweden for an in-depth review in its Alert Mechanism Report 2014 
and concluded that “Sweden continues to experience macroeconomic imbalances, which 
require monitoring and policy action”. Sweden needs to deal with a wide ränge of 
economic policy challenges, which are described in more detail in Chapter 5. 

Swedish law does not comply with all the requirements for central bank independence, the 
monetary fmancing prohibition and legal Integration into the Eurosystem. Sweden is an 
EU Member State with derogation and must therefore comply with all adaptation 
requirements under Article 131 of the Treaty. Furthermore, the ECB notes that, pursuant 
to the Treaty, Sweden has been under the Obligation to adopt national legislation with a 
view to integration into the Eurosystem since 1 June 1998. As yet no legislative action has 
been taken by the Swedish authorities to remedy the incompatibilities described in this 
and previous reports. 
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5 EXAMINATION OF ECONOMIC 
CONVERGENCE 


5.1 BULGARIA 

5.1.1 PRICE DEVELOPMENTS 

Over the reference period from May 2013 to April 2014, the 12-month average rate of 
HICP Inflation in Bulgaria was -0.8%, i.e. well below the reference value of 1.7% for the 
criterion on price stability (see Table 1). On the basis of the most recent information, the 
12-month average rate of HICP Inflation is expected to decrease in the coming months. 

Looking back over a longer period, consumer price inflation in Bulgaria has been volatile, 
ranging from 0.4% to 12.0% on an annual basis over the past ten years (see Chart 1). The 
increase in inflation in 2004-08 reflected adjustments in administered prices, the 
harmonisation of excise duties with EU levels, a series of supply-side shocks and 
increasing demand pressures. The sharp fall in inflation in 2009 was partly a result of 
lower Commodity prices and the contraction in economic activity. In 2010 and 2011 
inflation gradually picked up again, to 3.0% and 3.4% respectively, largely reflecting 
higher commodity prices and increases in the excise duty on tobacco. Thereafter, the 
easing of commodity price pressures combined with weak internal and external demand 
resulted in a gradual decline in inflation. In addition to the low underlying level of 
inflation, significant cuts in administered prices further contributed to the historically low 
levels of inflation reached in 2013. 

Economic and monetary policy choices have played an important role in shaping inflation 
developments over the past ten years, most notably the Orientation of monetary policy 
towards the achievement of price stability, which is the primary objective of monetary 
policy as enshrined in the central bank law. In 1997 Bulgaria adopted a currency board 
arrangement. The lev was fixed first to the Deutsche Mark and then to the euro in 1999. 
Düring the period 2004-08 monetary policy conditions in Bulgaria under the currency 
board arrangement became too expansionary for a catching-up economy as it was faced 
with overheating pressures and had a significantly higher growth potential than the euro 
area. Despite Bulgaria’ s sound fiscal policy record, its Overall policy stance proved unable 
to fully contain demand pressures or to control price stability. The ensuing 
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macroeconomic developments led to a period of extemally induced economic adjustment 
beginning in 2009. Comprehensive consolidation measures introduced in that year helped 
to put the fiscal deficit that had just emerged on a downward path, owing largely to broad- 
based restraint in expenditure. In recent years the government has exercised fiscal 
prudence. 

Inflation developments over the past ten years should be viewed against the background of 
the robust economic expansion up to 2008, which was followed by a sharp contraction in 
GDP in 2009 and a subdued recovery thereafter (see Table 2). Up to 2008 large Capital 
inflows into Bulgaria had contributed to a boom in domestic demand and, in particular, in 
investment, which resulted in the economy overheating. Subsequently, the necessary 
correction was characterised by a contraction in imports and a deceleration in Capital inflows 
in the aftermath of the global financial and economic crisis. The deterioration in economic 
activity and reduced employment levels brought about a significant increase in the 
unemployment rate, from 5.6% in 2008 to 13% in 2013. Total employment rose slightly in 
the first half of 2013, after having been on a downward trend for four years. However, this 
was not sufficient to bring about a decrease in unemployment owing to an increase in labour 
force participation. Growth in nominal unit labour costs declined from a peak of 12.6% in 
2008 to 2.5% in 2011, but picked up again to 5.2% in 2013, while growth in compensation 
per employee feil from very high levels in the pre-crisis period to 6.6% in 2013. It should be 
noted, however, that the assessment of trends in wage dynamics has been complicated by 
the latest revisions to national accounts data, which introduced methodological changes in 
employment series without correcting the figures on the compensation of employees. 
Turning to house prices, very sharp increases were recorded for several years during the 
economic boom. After peaking in 2008 they feil considerably, although the rate of decline 
eased significantly in 2013 to stand at -1.8%. Overall, Import prices were rather volatile in 
recent years, reflecting mainly developments in oil and food prices, particularly in view of 
their large weight in Bulgarin’ s HICP basket of goods and Services. The impact of the 
effective exchange rate on import prices remained relatively small. The general pattem of 
Inflation developments in Bulgaria was also reflected in other relevant indices, such as the 
HICP excluding unprocessed food and energy. 

Looking at recent developments, the annual rate of HICP Inflation has followed a 
downward trend, declining from 1.0% in May 2013 to a low of -2.1% in February 2014, 
after which it started to recover somewhat, to stand at -1.3% in April 2014 (see Table 3a). 


96 


ECB 

Convergence Report 
June 2014 



Drucksache 18/1730 


-394- 


Deutscher Bundestag - 18. Wahlperiode 


The Sharp deceleration in inflation was partially driven by the downward trend in 
international prices for food and energy products and, to a lesser extent, an effective 
exchange rate appreciation. In addition, exceptional domestic factors exerted considerable 
downward pressure on inflation. These factors include a reduction in administered 
electricity prices for households, as well as cuts in other administered prices, falling prices 
in transport and health Services, and a good harvest contributed to falls in food prices. 
Administered prices (including energy prices) currently represent 16% of Bulgaria’s HICP 
basket of goods and Services and their contribution to headline inflation stood at -0.2 
percentage point in 2013. Furthermore, limited domestic demand pressures contributed to 
a decline in the HICP excluding unprocessed food and energy. Overall, the current 
inflation developments need to be viewed against the background of an economic 
environment that is still weak. Real GDP remained subdued during 2013 resulting in 0.9% 
growth for the year as a whole. 

The latest available forecasts from major international institutions project inflation to 
increase gradually in 2014-15 from currently very negative levels and to ränge from -0.8% 
to 0.9% in 2014 and from 0.9% to 2.3% in 2015 (see Table 3b). Economic activity and 
domestic demand are expected to recover gradually, while no additional cuts in 
administered prices are foreseen and international commodity prices may stabilise. 
Nevertheless, inflationary pressures in Bulgaria are likely to be dampened by weak 
domestic demand, high unemployment and a fragile international environment. Risks to 
the inflation outlook appear to be broadly balanced in the near to medium term. Downside 
risks Stern from weaker than expected domestic demand and the external environment. 
However, international commodity prices and a cessation or reversal of recent 
administered prices cuts could pose an upside risk. 

Looking further ahead, maintaining low inflation rates on a sustainable basis in Bulgaria 
will be challenging in the medium term given the limited scope for active monetary policy 
under the existing currency board arrangement. The catching-up process is likely to have a 
bearing on inflation over the medium term, since GDP per capita and price levels are still 
significantly lower in Bulgaria than in the euro area (see Table 2). However, it is difficult 
to assess the exact size of the inflation effect resulting from this catching-up process. Once 
the economic recovery gains momentum and the income convergence progresses, price 
level convergence is likely to continue. This, in turn, would manifest itself in terms of 
higher domestic inflation, given the fixed nominal exchange rate. In the context of the 
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process of economic convergence, the recurrence of significant demand pressures cannot 
be completely mied out, although the ongoing deleveraging process reduces this risk for 
the near future. In the light of the currency board arrangement and the limited impact of 
alternative counter-cyclical policy instruments, it may prove difficult to prevent another 
build-up of macroeconomic imbalances, including high rates of inflation. 

Overall, although the 12-month average rate of HICP inflation in Bulgarin is currently 
well below the reference value, there are concems regarding the sustainability of inflation 
convergence. 

Achieving an environment that is conducive to sustainable convergence in Bulgarin 
requires, among other things, economic policies that are geared towards ensuring overall 
macroeconomic stability, including sustainable price stability. With regard to 
macroeconomic imbalances, the European Commission selected Bulgarin for an in-depth 
review in its Alert Mechanism Report 2014 in order to investigate the potential risks 
related to Bulgarin’ s external position, corporate deleveraging and labour market 
adjustment. It concluded that “Bulgarin continues to experience macroeconomic 
imbalances, which require monitoring and policy action”. 

Given monetary policy’ s limited room for manoeuvre under the currency board 
arrangement, it is imperative that other policy areas provide the economy with the 
wherewithal to cope with country-specific shocks in order to prevent the reoccurrence of 
macroeconomic imbalances. More specifically, progress in the areas below will help to 
achieve an environment that is conducive to sustainable price stability and promote 
competitiveness and employment growth. 

With regard to structural reforms, further improvements in the business and institutional 
environment are crucial in order to attract foreign direct investment flows and to raise the 
growth potential of the Bulgarian economy. This would also help to enhance Bulgaria’s 
absorption capacity of EU funds. Furthermore, additional targeted measures to increase 
human Capital and enhance the flexibility of the labour market are required. In the current 
context of high unemployment, these measures are especially important in order to 
address a rise in structural unemployment or a decline in the participation rate. In 
particular, increases in the minimum wage and minimum social Insurance thresholds 
should be based not only on fiscal considerations, but also on a thorough analysis of any 
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potential negative repercussions they may have on individuals with low educational 
attainment and on other groups which are vulnerable to unemployment. Education 
programmes should be adjusted on an ongoing basis in order to meet the demands of 
employers and ensure sufficiently high Standards. 

Maintaining sufficient flexibility in nominal and real wages is necessary to ensure that the 
economy remains competitive over the medium term, particularly given Bulgaria’s fixed 
exchange rate regime. Wage increases should reflect labour productivity growth, labour 
market conditions and developments in competitor countries. In order to sustain further 
economic expansion, it will also be essential to strengthen national policies aimed at 
enhancing competition in product markets and to proceed with the liberalisation of 
regulated sectors. In particular, inefficiencies in the energy sector should be addressed 
through closer supervision of Bulgarian Energy Holdings and its subsidiaries. The 
independence and efficiency of regulatory bodies in sectors with natural monopolies or 
weak competition should be strengthened. Further reforms may be necessary to deliver an 
efficiently functioning and independent judiciary, particularly as the shadow economy 
remains sizeable. 

Financial sector policies should be geared towards preventing boom-bust cycles, while 
financial Supervisors should continue to closely monitor banks’ risk exposures, risk 
management practices and Capital adequacy ratios. It is crucial that EtjirapcKa Hapo^Ha 
öauKa (Bulgarian National Bank) remains vigilant and ensures that banks continue to 
Provision prudently. In order to minimise the potential risks to financial stability 
associated with the high proportion of foreign currency loans, which are denominated 
predominantly in euro, it is necessary for Bulgaria to fully implement the recommendation 
of the ESRB on lending in foreign currencies, with regard to which Bulgaria was 
considered to be only partially compliant in the follow-up report published by the ESRB 
in November 2013.^ Close Cooperation between home and host country supervisory 
authorities is important to ensure the effective implementation of these measures. Finally, 
financial stability could bene fit from Bulgaria’s participation in the SSM, which will take 
up its Prudential supervisory tasks in November 2014. 


^ See Recommendation (ESRB/2011/1) of the European Systemic Risk Board of 21 September 
2011 on lending in foreign currencies. 
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5.1.2 FISCAL DEVELOPMENTS 

Bulgaria is not currently subject to an EU Council decision on the existence of an 
excessive deficit. In the reference year 2013 the general government budget balance 
recorded a deficit of 1.5% of GDP, i.e. well below the 3% reference value. The general 
government gross debt-to-GDP ratio was 18.9%, i.e. well below the 60% reference value 
(see Table 4). Compared with the previous year, the budget balance ratio decreased by 0.7 
percentage point, while the public debt ratio increased by 0.5 percentage point. In 2014 
the deficit ratio is forecast by the European Commission to increase to 1.9% and the 
government debt ratio to increase to 23.1%. With regard to other fiscal factors, the deficit 
ratio did not exceed the ratio of public investment to GDP in 2013, nor is it expected to in 
2014. 

Looking at developments in Bulgarin’ s budgetary position over the period from 2004 to 
2013, the budget was in surplus until 2008, before registering a deficit of 4.3% of GDP in 
2009. In the period from 2010 to 2012 the deficit-to-GDP ratio was significantly reduced, 
before increasing again in 2013. As the deficit-to-GDP ratio rose above the 3% of GDP 
reference value in 2009, the ECOFIN Council decided on 13 July 2010 that an excessive 
deficit Situation existed in Bulgaria and set a deadline of 2011 for correcting it. The 
decision was abrogated in June 2012 after Bulgaria successfully reduced its general 
government deficit. 

As shown in greater detail in Chart 2b, European Commission estimates indicate that, 
Overall, cyclical factors had a small positive impact on the change in the budget balance, 
before contributing to its strong deterioration in 2009. From 2010 cyclical factors on 
aggregate had a neutral impact on the change in the budget balance. Non-cyclical factors 
had a volatile impact on the change in the budget balance before 2008 and contributed to 
its strong deterioration in 2009. This was mainly due to a rise in expenditure, including 
increases in pensions and other current transfers payable. In the second half of 2009 the 
government implemented comprehensive consolidation measures which contained the 
deterioration in the budget balance in that year and helped to reduce the budget deficit in 
the following three years. These measures were aimed at cutting current expenditure in 
particular and at raising tax revenue collection by improving compliance with VAT and 
corporate income tax rules to counteract the fall in tax revenue. Non-cyclical factors again 
had a negative impact on the deterioration in the budget balance in 2013, mainly as a 
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result of increases in the compensation of employees, public investment and pensions. The 
underlying changes in the budget deficit over 2004-13 seem to reflect a structural 
deterioration in Bulgaria’s fiscal position up to 2009, an improvement from 2010 to 2012 
and a deterioration once again in 2013. 

Turning to developments in general government gross debt, the debt-to-GDP ratio 
declined cumulatively by 18.1 percentage points between 2004 and 2013. The debt-to- 
GDP ratio remains the lowest among non-euro area EU Member States. As shown in 
greater detail in Chart 3b, primary surpluses and the positive growth-interest rate 
differential contributed favourably to this development until 2008. Primary deficits 
contributed to an increase in debt from 2009 onwards on the back of deteriorating 
macroeconomic and financial conditions, while deficit-debt adjustments limited the rise in 
the debt ratio as the government reduced the size of its financial assets. A notable 
exception was 2012, when the primary balance had a small debt-reducing effect. 
However, this was eliminated by deficit-debt adjustment that had the opposite effect. 

As regards Bulgaria’s general government debt structure, the share of government debt 
with a short-term maturity increased from 0.5% in 2004 to 2.2% in 2013 (see Table 6). 
Taking into account the low level of the debt ratio, fiscal balances are relative ly 
insensitive to changes in interest rates. The proportion of government debt denominated in 
foreign currency is high (71.6% in 2013), although it has fallen considerably over the past 
decade. However, given that 58.1% of government debt is denominated in euro, fiscal 
balances are relatively insensitive to changes in exchange rates other than the EUR/BGN 
exchange rate, which is fixed under the currency board. With reference to the most recent 
developments, the impact of the global financial and economic crisis on Bulgaria’s debt 
structure has been limited. At the same time, the Bulgarian government has not incurred 
contingent liabilities resulting from government interventions to Support financial 
institutions and financial markets during the crisis (see Section 5.9). 

Moving on to examine trends in other fiscal indicators, Chart 4 and Table 5 show that the 
general government total expenditure-to-GDP ratio increased only marginally from 38.6% 
in 2004 to 38.7% in 2013. After peaking at 41.4% of GDP in 2009 on account of, inter 
alia, sizeable increases in nominal pensions and other current transfers payable, as well as 
compensation of employees in the government sector (albeit to a lesser extent), the 
expenditure ratio declined markedly in 2010 and 2011. This was mainly as a result of 
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declines in other current expenditure and Capital expenditure, and, to a lesser extent, lower 
compensation of employees. Total government expenditure increased again in 2012 and 
2013. In 2012 the increase was mostly due to higher Capital and other current transfers 
payable. The expenditure rise in 2013 mainly reflected an increase in the compensation of 
employees, public investment and total pensions. Total government revenue as a share of 
GDP decreased substantially over the period from 40.4% of GDP in 2004 to 37.2% of 
GDP in 2013. The total revenue-to-GDP ratio declined strongly in 2009 across most 
revenue items following the impact of the financial and economic crisis, before increasing 
again in 2012 and 2013. 

Looking ahead, Bulgaria’s medium-term fiscal policy strategy, as presented in the 2014- 
17 convergence Programme update, points to a slight increase in the budget deficit to 
1.8% of GDP in 2014 and to a gradual reduction to 0.9% of GDP by 2017. According to 
the 2014-17 convergence programme update, the structural deficit will reach the medium- 
term objective of 1.0% of GDP (specified in line with the Stability and Growth Pact) in 
2016. According to the European Commission’s projections, the structural deficit will 
remain above the medium-term objective of 1.0% of GDP over the whole forecasting 
horizon. 

On 2 March 2012 Bulgaria signed the Treaty on Stability, Coordination and Governance 
in the Economic and Monetary Union (TSCG), committing it, inter alia, to apply (and 
include in its national legislation) the fiscal rules specified under Title III, “Fiscal 
Compacf ’, as referred to in Box 2 of Chapter 2. 

As regards fiscal governance, Bulgaria has implemented several reforms in recent years. 
The new Public Finance Act, which came into force on 1 January 2014, strengthened the 
national fiscal framework significantly by introducing new fiscal rules and institutions 
required by the TSCG. 

Turning to factors that will have an impact on Bulgaria’s public fmances over the long 
term, a relatively steep ageing of the population is expected, as highlighted in Table 8. 
According to the 2012 projections by the European Commission and the EU’s Economic 
Policy Committee, starting from a level of 18.2% of GDP in 2010, Bulgaria is likely to 
experience a notable increase in strictly age-related public expenditure amounting to 2.8 
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percentage points of GDP in the years to 2060, which is below the EU average (4.8 
percentage points of GDP).^ 

As for fiscal challenges, Bulgaria must ensure that it reduces the budget deficit to its 
medium-term objective in a sustainable manner through continued fiscal consolidation 
based on cuts in unproductive public expenditure and reform of tax administration. 
Bulgaria’ s fiscal policy strategy should be supported by the rigorous Implementation of its 
revised fiscal framework. More efforts are needed to further strengthen the binding 
character and the content of the medium-term budgetary framework. At the same time, 
Bulgaria should make every effort to fully comply with its obligations under the enhanced 
Stability and Growth Pact and to implement the provisions of the TSCG effectively. 
Existing risks to medium-term fiscal sustainability warrant structural fiscal reforms that 
focus on avoiding pro-cyclical fiscal policies, as well as improving the sustainability of 
the Pension System, tax administration and the Overall quality of economic governance. 


^ European Commission and Economic Policy Committee, “The 2012 Ageing Report: Economic 
and budgetary projections for the EU-27 Member States (2010-2060)”. 
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5.1.3 EXCHANGE RATE DEVELOPMENTS 

In the two-year reference period from 16 May 2012 to 15 May 2014, the Bulgarian lev did 
not participate in ERM II, but its exchange rate was fixed to the euro at 1.95583 levs per 
euro within the framework of a currency board arrangement (see Table 9a). This 
arrangement, which was adopted in July 1997 to address the repercussions of the financial 
crisis and hyperinflationary pressures, was based initially on a commitment to maintain a 
fixed exchange rate to the Deutsche Mark. In January 1999 the reference currency was 
changed to the euro. Over the reference period the lev did not exhibit any deviation from 
the rate of 1.95583 levs per euro, which is used as a benchmark for illustrative purposes in 
the absence of an ERM II central rate (see Chart 5 and Table 9a). As implied by the 
currency board regime, B'BjirapcKa napoAna öanKa (Bulgarian National Bank) continued 
to exchange on demand domestic currency against the anchor currency and vice versa at 
the fixed rate. Overall, its purchases and sales of foreign currency during the two-year 
reference period resulted in a net sale. Short-term interest rate differentials against the 
three-month EURIBOR declined steadily from the sizeable level of 1.9 percentage points 
in the three-month period ending in June 2012 to a relatively low level of 0.6 percentage 
point in the three-month period ending in March 2014 (see Table 9b). 

In a longer-term context, in April 2014 both the real effective exchange rate and the real 
bilateral exchange rate of the Bulgarian lev against the euro stood dose to the 
corresponding ten-year historical averages (see Table 10). However, these indicators 
should be interpreted with caution, as during this period Bulgarin was subject to a process 
of economic convergence, which complicates any historical assessment of real exchange 
rate developments. 

As regards other external developments, the deficit in the combined current and Capital 
account of the balance of payments widened progressively from 5.6% of GDP in 2004 to 
very high levels in excess of 20% of GDP in 2007 and 2008 (see Table 1 1). After a strong 
fall in domestic demand, leading to lower Imports, and a strong export performance, the 
deficit decreased substantially and the combined current and Capital account turned into a 
small surplus from 2011. This shift in the current account balance primarily reflected a 
substantial reduction in the goods deficit on account of the export-led recovery and 
subdued domestic demand following the sharp contraction of activity, as well as a 
widening surplus on current transfers. The narrowing of the combined current and Capital 
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account deficit over the past few years has also been associated with a slowdown in net 
Capital inflows. Net direct investment inflows have stabilised at around 3% of GDP since 
2010, while Bulgaria has continued to record net outflows of portfolio investment, mainly 
on account of government debt repayments. Against this background, gross extemal debt, 
which had increased substantially from 61.7% of GDP in 2004 to 108.3% in 2009, 
declined to around 95% of GDP in 2012 and 2013. At the same time Bulgaria’s net 
international investment position, which had also deteriorated sharply from -30.1% of 
GDP in 2004 to -101.8% in 2009, improved steadily to reach -78.2% in 2012 and -76.2% 
in 2013. However, the country’s net foreign liabilities are still very high, with foreign 
direct investment accounting for the largest part of gross foreign liabilities. Fiscal and 
structural policies therefore continue to be important for supporting external sustainability 
and the competitiveness of the economy. Bulgaria is a small open economy; the ratio of 
foreign trade in goods and Services to GDP increased from 55.2% in 2004 to 70.1% in 
2013 for exports and from 66.5% in 2004 to 70.7% in 2013 for Imports. Over the same 
period Bulgaria’s share in world exports expanded from 0.12% to 0.16. 

Concerning measures of economic integration with the euro area, in 2013 exports of goods 
to the euro area constituted 44.5% of total goods exports, whereas the corresponding 
figure for Imports was 42.4%. The share of euro area countries in Bulgaria’s stock of 
inward direct investment stood at 70.0% in 2013, and their share in its stock of portfolio 
investment liabilities stood at 84.1% in 2012. The share of Bulgaria’s stock of assets 
invested in the euro area amounted to 45.1% in the case of direct investment in 2013 and 
44.5% for portfolio investment in 2012 (see Table 12). 
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5.1.4 LONG-TERM INTEREST RATE DEVELOPMENTS 

Over the reference period from May 2013 to April 2014, long-term interest rates in 
Bulgaria were 3.5% on average and were thus well below the 6.2% reference value for the 
interest rate convergence criterion (see Table 13). 

Long-term interest rates followed a declining trend from January 2004 until the end of 
2005 and subsequently embarked on an upward trend in 2006 and 2007 in an environment 
of accumulating domestic and external imbalances (see Chart 6a). Long-term interest rates 
stabilised at around 5% for most of 2008, but escalated sharply to reach 7.8% in 
December of that year on account of the global crisis, resulting in a downgrading of 
Bulgaria’ s sovereign credit rating. In late 2009 long-term interest rates began to decline in 
a sustained manner as the process of correcting the significant pre-crisis imbalances was 
under way and Inflation was slowing down. In mid-2011 one of the three major rating 
agencies increased the country’s Classification to one level above investment grade. Long- 
term interest rates in Bulgaria then followed a gradual but consistent downward path until 
2013, when they began to stabilise. At the end of the reference period, long-term interest 
rates in Bulgaria stood at 3.4%. 

The differential between long-term interest rates in Bulgaria and the euro area average 
followed a downward trend until 2005, when it almost reached zero. In 2006 and 2007 the 
differential between long-term interest rates in Bulgaria and the euro area average was 
Stahle at a low level of around 0.3 percentage point (see Chart 6b), increasing to 4.1 
percentage points in 2008, reflecting global financial market tensions and concems about 
persisting economic imbalances in Bulgaria. From late 2009 onwards, the slow but steady 
reduction in Bulgarian long-term interest rates, coupled with an increase in euro area 
average rates, gradually lowered the differential, bringing it to around zero towards the 
end of 2012. Since then, the long-term interest rate differential with the euro area average 
has increased slightly, to stand at 1.0 percentage point (and 1.7 percentage points with 
respect to the AAA euro area yield) at the end of the reference period. 

As regards financial Integration and development, Bulgarian Capital markets are smaller 
and much less developed than those in the euro area (see Table 14). Stock market 
capitalisation has progressively declined in recent years, from a peak of 48.2% of GDP in 
2007 to just 12.7% at the end of 2013. Outstanding debt securities issued by corporations 


106 


ECB 

Convergence Report 
June 2014 



Drucksache 18/1730 


-404- 


Deutscher Bundestag - 18. Wahlperiode 


(a measure of market-based indebtedness) amounted to only 4.6% of GDP in 2013. 
Bulgaria’s financial sector is bank-based, with credit to non-government residents 
increasing very rapidly between 2004 and 2009 and amounting to 70.8% of GDP in 2013. 
Foreign-owned banks, primarily from the euro area, play a major role in the System and 
the majority of loans are denominated in foreign currencies, in this case the currency 
board’s reserve currency. The international Claims of euro area banks in Bulgaria, defmed 
as the share in total liabilities of loans from euro area banks to banks in the country, 
amounted to 9.7% in 2013. 


ECB 



Convergence Report 
June 2014 



Deutscher Bundestag - 18. Wahlperiode 


-405- 


Drucksache 18/1730 


108 


ECB 

Convergence Report 
June 2014 



Drucksache 18/1730 


-406- 


Deutscher Bundestag - 18. Wahlperiode 


LIST OF TABLES AND CHARTS 

BULGARIA 

1 PRICE DEVELOPMENTS 

Table 1 HICP inflation 


Chart 1 

Price developments 

Table 2 
Table 3 

Measures of inflation and related indicators 

Recent inflation trends and forecasts 

(a) Recent trends in the HICP 

(b) Inflation forecasts 


2 FISCAL DEVELOPMENTS 

Table 4 General government fiscal position 


Table 5 
Chart 2 

General government budgetary position 

General government surplus (+)/deficit (-) 

(a) Levels 

(b) Annual change and underlying factors 

Table 6 
Chart 3 

General government gross debt - structural features 

General government gross debt 

(a) Levels 

(b) Annual change and underlying factors 

Chart 4 
Table 7 
Table 8 

General government expenditure and revenue 

General government deficit-debt adjustment 

Projections of the ageing-induced fiscal bürden 


3 EXCHANGE RATE DEVELOPMENTS 

Table 9 (a) Exchange rate stability 


Chart 5 

(b) Key indicators of exchange rate pressure for the Bulgarian lev 
Bulgarian lev: nominal exchange rate development against the euro 

(a) Exchange rate over the reference period 

(b) Exchange rate over the last ten years 

Table 10 
Table 1 1 
Table 12 

Bulgarian lev: real exchange rate developments 

External developments 

Indicators of integration with the euro area 


4 LONG-TERM INTEREST RATE DEVELOPMENTS 

Table 13 Long-term interest rates (LTIRs) 

Chart 6 Long-term interest rate (LTIR) 

(a) Long-term interest rate (LTIR) 

(b) LTIR and HICP inflation differentials vis-ä-vis the euro area 
Table 14 Selected indicators of financial development and Integration 


ECB 

Convergence Report 
June 2014 


109 



Deutscher Bundestag - 18. Wahlperiode 


-407- 


Drucksache 18/1730 


ßulgaria 


I PRICE DEVELOPMENTS 


Table I HICP Inflation 


(annual percentage changes) 

Jan. 

Feb. 

2014 

Mar. 

Apr. 1 

May 2013 
to Apr. 2014 

HICP Inflation 

-1.4 

-2.1 

-2.0 

-1.3 

-0.8 

Reference value‘^ 





1.7 

Euro area^^ 

0.8 

0.7 

0.5 

0.7 

1.0 


Source: European Commission (Eurostat). 

1) The basis of the calculation for the period May 2013-April 2014 is the unweighted arithmetic average of 
the annual percentage changes in the HICP for Latvia, Portugal and Ireland plus 1.5 pereentage points. 

2) The euro area is included for information only. 


Chart I Price developments 


(average annual percentage changes) 
HICP 

■ ■ ■ ■ unit labour eosts 



15 


-10 


Table 2 Measures of Inflation and related indkators 


(annual pereentage changes, unless otherwise stated) 

1 2004 1 

2005 1 

2006 

2007 

2008 1 

2009 1 

2010 1 

2011 1 

2012 1 

2013 

Measures of inflation 

HICP 

6.1 

6.0 

7.4 

7.6 

12.0 

2.5 

3.0 

3.4 

2.4 

0.4 

HICP excluding unprocessed food and energy 

5.9 

3.6 

8.1 

8.2 

12.0 

4.1 

2.5 

2.6 

1.2 

0.3 

HICP at constant tax ratest 

4.9 

6.0 

5.4 

7.2 

11.3 

1.9 

2.1 

3.2 

2.4 

0.4 

CPI 

6.1 

5.0 

7.3 

8.4 

12.3 

2.8 

2.4 

4.2 

3.0 

0.9 

Private eonsumption deflator 

3.4 

6.8 

2.2 

9.0 

7.2 

1.5 

2.4 

4.6 

5.4 

-1.9 

GDP deflator 

4.2 

7.4 

6.9 

9.2 

8.4 

4.3 

2.8 

4.9 

3.1 

-0.8 

Producer priees^) 

5.4 

7.3 

8.7 

8.0 

13.3 

-4.3 

7.1 

8.6 

5.3 

-1.3 

Related indicators 

Real GDP growth 

6.7 

6.4 

6.5 

6.4 

6.2 

-5.5 

0.4 

1.8 

0.6 

0.9 

GDP per eapita in PPS^) (euro area = 100) 

31.8 

33.7 

35.1 

37.0 

40.1 

40.5 

40.7 

42.8 

43.9 


Comparative price levels (euro area = 100) 

40.8 

42.4 

44.0 

45.0 

47.8 

48.5 

48.4 

47.3 

47.3 


Output gap4) 

2.8 

2.6 

3.3 

4.6 

5.6 

-2.3 

-2.2 

-0.7 

-0.6 

-1.2 

Unemployment rate (%)5) 

12.1 

10.1 

9.0 

6.9 

5.6 

6.8 

10.3 

11.3 

12.3 

13.0 

Unit labour eosts, whole economy 

2.0 

5.6 

3.1 

9.3 

12.6 

12.4 

5.2 

2.5 

4.4 

5.2 

Compensation per employee, whole economy 

6.2 

9.3 

6.3 

12.7 

16.8 

8.1 

9.9 

6.8 

7.8 

6.6 

Labour productivity, whole economy 

4.1 

3.6 

3.1 

3.2 

3.7 

-3.8 

4.4 

4.1 

3.2 

1.3 

Imports of goods and Services deflator 

5.2 

8.4 

9.2 

6.5 

9.8 

-10.7 

6.1 

10.1 

5.2 

-3.4 

Nominal effeetive exchange rate®) 

1.0 

-1.1 

-0.2 

0.8 

0.8 

1.6 

-2.1 

-0.1 

-1.2 

1.1 

Money supply (M3)^) 

23.1 

23.9 

28.5 

32.9 

8.3 

4.7 

5.5 

12.3 

8.7 

9.3 

Lending from banks*) 

48.7 

31.9 

24.8 

64.5 

32.4 

4.1 

1.6 

3.8 

3.5 

1.1 

Stock priees (Bulgarian Stock Exchange SOFIX Index)37.6 

32.0 

48.3 

44.4 

-79.7 

19.1 

-15.2 

-11.1 

7.2 

42.3 

Residential property priees 

47.5 

36.6 

14.7 

28.9 

24.9 

-21.4 

-10.1 

-6.1 

-2.7 

-1.8 


Sourees: European Commission (Eurostat), national data (CPI, money supply, lending from banks and residential property priees) and 
European Commission (output gap). 

1) The differenee between the "HICP" and the "HICP at constant tax rates" shows the theoretical impaet of ehanges in indirect taxes 
(e.g. VAT and excise duties) on the Overall rate of Inflation. This impaet assumes a full and instantaneous pass-through of tax rate 
changes on the price paid by the consumer. 

2) Domestie sales, total industry excluding construction. 

3) PPS Stands for purehasing power Standards. 

4) Percentage differenee of potential GDP: a positive (negative) sign indicates that actual GDP is above (below) potential GDP. 

5) The definition conforms to ILO guidelines. 

6) A positive (negative) sign indicates an appreciation (depreciation). 

7) The series includes repurchase agreements with central counterparties. 

8) Not adjusted for the dereeognition of loans from the MFI statistieal balance sheet due to their sale or seeuritisation. 
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Table 3 Recent Inflation trends and forecasts 

(annual percentage changes) 






(a) Recent trends in the HICP 


2013 

2014 



1 Nov. 1 

Dec. 1 

Jan. 1 

Feb. 

Mar.| 

Apr. 

HICP 






Annual percentage change -1.0 

-0.9 

-1.4 

-2.1 

-2.0 

-1.3 

Change in the average of the latest three months from the 
previous three months, annualised rate, seasonally adjusted -1.9 

-0.5 

-0.4 

-1.4 

-3.1 

-3.2 

Change in the average of the latest six months from the 

previous six months, annualised rate, seasonally adjusted -1.4 

-1.6 

-1.5 

-1.6 

-1.5 

-1.6 

Sources: European Commission (Eurostat) and ECB calculations. 






(b) Inflation forecasts 

, 


2014 1 


2015 

HICP, European Commission (Spring 2014) 

CPI, OECD (May 2014)1) 



-0.8 


1.2 

CPI, IMF (April 2014) 



-0.4 


0.9 

CPI, Consensus Economics (April 2014) 



0.9 


2.3 


Sources: European Commission, OECD, IMF and Consensus Eeonomies. 
1) Bulgaria is not a member of the OECD. 
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2 FISCAL DEVELOPMENTS 


Table 4 General government fiscal position 




(as a percentage of GDP) 

2012 

2013 

2014 9 

General govemment surplus (+)/de fielt (-) 

-0.8 

-1.5 

-1.9 

Reference value 

-3.0 

-3.0 

-3.0 

Surplus/deficit, net of govemment investment expenditure^) 

2.6 

2.6 

2.5 

General govemment gross debt 

18.4 

18.9 

23.1 

Reference value 

60.0 

60.0 

60.0 


Sources: European Commission (Eurostat, DG ECFIN) and ECB calculations. 

1) European Commission projections. 

2) A positive (negative) sign indicates that the government deficit is lower (higher) than govemment investment expenditure. 


Table 5 General government budgetary position 


(as a percentage of GDP) 



2004 

2005 

2006 

2007 

2008 

2009 

2010 

2011 

2012 1 

2013 

Total revenue 

40.4 

38.3 

36.2 

40.4 

40.1 

37.1 

34.3 

33.6 

35.0 

37.2 

Current revenue 

40.2 

38.0 

35.8 

38.9 

38.9 

35.9 

32.8 

32.3 

33.3 

34.9 

Direct taxes 

5.7 

4.7 

4.8 

7.6 

6.1 

5.6 

5.1 

4.9 

4.9 

5.2 

Indirect taxes 

16.3 

16.6 

17.2 

16.7 

17.4 

15.1 

14.9 

14.5 

15.1 

15.1 

Social Security contributions 

10.2 

9.7 

8.3 

8.1 

7.8 

7.7 

7.0 

7.3 

7.2 

7.8 

Other current revenue 

7.9 

7.0 

5.5 

6.4 

7.6 

7.4 

5.8 

5.5 

6.0 

6.8 

Capital revenue 

0.2 

0.3 

0.4 

1.5 

1.1 

1.3 

1.5 

1.3 

1.7 

2.3 

Total expenditure 

38.6 

37.3 

34.4 

39.2 

38.4 

41.4 

37.4 

35.6 

35.8 

38.7 

Current expenditure 

35.0 

33.4 

30.5 

30.9 

32.7 

36.3 

32.5 

31.9 

31.8 

34.1 

Compensation of employees 

10.0 

9.4 

8.8 

8.8 

9.2 

9.9 

9.5 

9.2 

9.0 

9.9 

Social benefits other than in kind 

11.2 

10.6 

10.2 

9.6 

10.1 

12.1 

12.6 

11.9 

11.6 

12.5 

Interest payable 

1.9 

1.6 

1.3 

1.2 

0.9 

0.8 

0.7 

0.7 

0.9 

0.8 

of which: impact of swaps and FRAs9 

0.0 

0.0 

0.0 

0.0 

0.0 

0.0 

0.0 

0.0 

0.0 

0.0 

Other current expenditure 

11.8 

11.8 

10.2 

11.3 

12.5 

13.4 

9.7 

10.1 

10.3 

11.0 

Capital expenditure 

3.6 

3.8 

3.9 

8.3 

5.7 

5.2 

4.9 

3.7 

4.0 

4.6 

Surplus (+)/deficit (-) 

1.9 

1.0 

1.9 

1.2 

1.7 

-4.3 

-3.1 

-2.0 

-0.8 

-1.5 

Primary balance 

3.8 

2.7 

3.2 

2.3 

2.6 

-3.6 

-2.4 

-1.2 

0.1 

-0.7 

Surplus/deficit, net of govemment 
investment expenditure 

5.0 

4.5 

5.9 

6.4 

7.3 

0.6 

1.5 

1.4 

2.6 

2.6 


Sources: ESCB and European Co mm ission (Eurostat). 

Notes: Differences between totals and the sum of their components are due to rounding. Interest payable as reported under the excessive 
deficit procedure. The item "impact of swaps and FRAs" is equal to the difference between the interest (or deficit/surplus) as defined 
in the excessive deficit procedure and in the ESA 95. See Regulation (EC) No 2558/2001 of the European Parliament and of the Council of 
3 December 2001 amending Council Regulation (EC) No 2223/96 as regards the reclassification of Settlements under swap arrangements and 
under forward rate agreements (OJ L 344, 28.12.2001, p. 1). 

1) FRAs Stands for forward rate agreements. 
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Chart 2 General government surnlus (+ydeficit (-1 

(a) Levels (b) Annual change and underlying factors 

(as a percentage of GDP) (in percentage points of GDP) 


levels 



cyclical factors 
non-cyclical factors 
total change 



2004 2006 2008 2010 2012 



Sources: European Commission (Eurostat) and ECB calculations. 

Note: In Chart 2b a negative (positive) value indicates a contribution to an increase (reduction) in a deficit. 


Table 6 General government gross debt - structural features 



1 2004 1 

2005 1 

2006 1 

2007 

2008 1 

2009 1 

2010 1 

2011 1 

2012 

2013 

Total debt (as a percentage of GDP) 

37.0 

27.5 

21.6 

17.2 

13.7 

14.6 

16.2 

16.3 

18.4 

18.9 

Composition by currency (% of total) 

In dorne Stic currency 

12.5 

15.8 

19.2 

23.1 

24.4 

23.1 

24.6 

25.4 

22.4 

28.4 

In foreign currencies 

87.5 

84.2 

80.8 

76.9 

75.6 

76.9 

75.4 

74.6 

77.6 

71.6 

Euro 

39.8 

47.8 

52.7 

53.1 

51.9 

54.7 

54.5 

55.0 

62.1 

58.1 

Other foreign currencies 

47.7 

36.4 

28.1 

23.8 

23.7 

22.3 

21.0 

19.6 

15.5 

13.5 

Domestic ownership (% of total) 

20.5 

30.3 

34.5 

40.6 

46.9 

42.7 

50.6 

55.5 

52.8 

56.1 

Average residual maturity (in years) 

7.9 

8.0 

7.5 

7.7 

7.2 

7.2 

7.1 

6.6 

6.1 

6.7 

Composition by maturity') (% of total) 

Short-term (up to and including one year) 

0.5 

0.2 

0.0 

0.1 

0.2 

0.2 

2.5 

2.8 

0.1 

2.2 

Medium and long-term (over one year) 

99.5 

99.8 

100.0 

99.9 

99.8 

99.8 

97.5 

97.2 

99.9 

97.8 


Sources: ESCB and European Commission (Eurostat). 

Notes: Year-end data. Differences between totals and the sum of their components are due to rounding. 

1) Original maturity. 

Chart 3 General government gross debt 



(a) Levels 


(b) Annual change and underlying factors 

(as a percentage of GDP) 


(in percentage points of GDP) 


levels 



primary balance 
growth/interest rate differential 
deficit-debt adjustment 



2004 2006 2008 2010 2012 


change in debt-to-GDP ratio 



5 

0 

-5 


-10 


Sources: European Commission (Eurostat) and ECB. 

Note: In Chart 3b a negative (postitive) value indicates a contribution of the respective factor to a decrease (increase) in the debt ratio. 
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Chart 4 General government expenditure and revenue 

(as a percentage of GDP) 


total expenditure 
total revenue 



Source: ESCB. 


Table 7 General government deficit-debt adjustment 







(as a percentage of GDP) 

2004 

2005 

2006 

2007 

2008 

2009 

2010 

2011 

2012 1 

2013 

Change in general government debt') 

-2.9 

-4.9 

-2.5 

-1.4 

-1.3 

0.7 

2.1 

1.1 

2.7 

0.4 

General government surplus (+)/deficit (-) 

1.9 

1.0 

1.9 

1.2 

1.7 

-4.3 

-3.1 

-2.0 

-0.8 

-1.5 

Deficit-debt adjustment 

-1.1 

-3.8 

-0.7 

-0.2 

0.4 

-3.6 

-1.0 

-0.9 

1.9 

-1.1 


Net acquisitions (+)/net sales (-) of 


financial assets 

0.3 

-4.9 

1.9 

1.0 

1.1 

-2.0 

-2.8 

-1.1 

2.2 

-0.7 

Currency and deposits 

2.6 

-1.1 

3.0 

3.7 

1.1 

-1.7 

-2.3 

-1.0 

2.0 

-1.7 

Loans and securities other than shares 

-1.3 

0.5 

0.2 

-3.0 

-0.7 

0.0 

-0.3 

-0.1 

-0.1 

-0.1 

Shares and other equity 

-5.5 

-1.5 

-1.3 

-1.0 

-0.1 

0.8 

0.0 

-0.4 

-0.3 

-0.3 

Privatisations 

-7.0 

-1.6 

-1.3 

-1.1 

-0.8 

-0.5 

-0.3 

-0.5 

-0.4 

-0.4 

Equity injections 

1.5 

0.0 

0.0 

0.0 

0.7 

1.3 

0.4 

0.1 

0.0 

0.1 

Other 

0.0 

0.0 

0.0 

0.0 

0.0 

0.0 

0.0 

0.0 

0.0 

0.0 

Other financial assets 

4.5 

-2.8 

0.0 

1.3 

0.7 

-1.0 

-0.3 

0.4 

0.6 

1.4 

Valuation changes of general government 
debt 

-1.0 

1.5 

-0.7 

-0.5 

0.3 

0.0 

0.4 

0.1 

-0.2 

-0.3 

Foreign exchange holding gains (-)/losses (+) 

-1.0 

1.5 

-0.7 

-0.5 

0.3 

-0.1 

0.3 

0.1 

-0.1 

-0.2 

Other valuation effects^) 

0.0 

0.0 

0.0 

0.0 

0.0 

0.0 

0.1 

0.0 

0.0 

-0.1 

Other^) 

-0.3 

-0.5 

-1.9 

-0.8 

-0.9 

-1.6 

1.4 

0.1 

-0.2 

-0.1 


Sources: ESCB and European Commission (Eurostat). 

Note: Differences between totals and the sum of their components are due to rounding. 

1) Annual change in debt in period t as a percentage of GDP in period t, i.e. [debt(t) - debt(t-l)]/GDP(t). 

2) Includes the difference between the nominal and market valuation of general government debt. 

3) Transactions in other accounts payable (government liabilities), sector reclassifications and Statistical discrepancies. This item may also 
cover certain cases of debt assumption and settlements under swaps and forward rate agreements. 


Table 8 Projections of the ageing-induced fiscal 

bürden 






(percentages) 

2010 

2020 

2030 

2040 

2050 

2060 

Elderly dependency ratio (population aged 65 and over as a 

Proportion of the population aged 15-64) 

26.5 

33.5 

38.9 

45.3 

53.9 

58.8 

Age-related government expenditure (in percentage points 
ofGDP)') 

18.2 

18.0 

18.8 

19.5 

21.1 

21.0 


Sources: European Commission (Eurostat) and The 2012 Ageing Report: Economic and budgetary projections for the 27 EU Member States 
(2010-2060), a joint report prepared by the European Co mm ission (DG ECFIN) and the Economic Policy Committee. 

1) The Ageing Working Group (AWG) risk scenario, strictly age-related item. 
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3 EXCHANGE RATE DEVELOPMENTS 


Table 9 (a) Exchange rate stability 


Participation in the exchange rate mechanism (ERM II) No 

Exchange rate level in May 2012 in BGN/EUR 1 .95583 


Maximum upward deviation') 0.0 

Maximum downward deviation') 0.0 


Source: ECB. 

1) Maximum percentage deviations of the bilateral exchange rate against the euro from its average level in May 2012 over the period 
16 May 2012-15 May 2014, based on daily data at business frequency. An upward (downward) deviation implies that the 
currency was stronger (weaker) than its exchange rate level in May 2012. 


Table 9 (b) Key indicators of exchange rate pressure for the Bulgarian lev 


(average of three-month period ending in specified month) 

2012 2013 2014 



June| 

Sep.| 

Dec. 

Mar.| 

June| 

Sep.| 

Dec. 

Mar. 

Exchange rate volatilityi) 

0.0 

0.0 

0.0 

0.0 

0.0 

0.0 

0.0 

0.0 

Short-term interest rate differentiaP) 

1.9 

1.5 

1.3 

1.0 

1.0 

0.9 

0.7 

0.6 


Sources: National data and ECB calculations. 

1) Annualised monthly Standard deviation (as a percentage) of daily percentage changes in the exchange rate against the euro. 

2) Differential (in percentage points) between three-month interbank interest rates and the three-month EURIBOR. 


Chart 5 Bulgarian lev: nominal exchange rate development against the euro 

(a) Exchange rate over the reference period (daily data; H (b) Exchange rate over the last ten years (monthly data; 
average of May 20 1 2 = 1 00; 1 6 May 20 1 2- 1 5 May 2014) ■ average of May 20 1 2 = 1 00; May 2004-May 20 1 4) 




96 

98 

100 

102 

104 


Source: ECB. 

Note: An upward (downward) movement of the line indicates an appreciation (depreciation) of the Bulgarian lev. 
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Table IO Bulgarian lev: real exchange rate developments 


(monthly data; percentage deviation in April 2014 from the ten-year average calculated for the period May 2004- April 2014) 

^ Apr. 2014 

Real bilateral exehange rate against the euroh 4.6 

Memo items: 

Nominal effeetive exehange rate^) 0.9 

Real effeetive exchange rate'). 2 ) 4.0 

Source: ECB. 

Note: A positive (negative) sign indicates an appreciation (depreciation). 

1) Based on HICP and CPI developments. 

2) Effeetive exchange rate against the euro, the currencies of the non-euro area EU Member States and those of ten other major trading 
Partners. 


Table 1 1 External developments 


(as a percentage of GDP, unless otherwise stated) 



2004 

2005 

2006 

2007 

2008 

2009 

2010 

2011 1 

2012 1 

2013 

Balance of payments 

Current account and Capital account balance') 

-5.6 

-10.6 

-16.9 

-27.1 

-22.3 

-7.6 

-0.7 

1.4 

0.5 

3.0 

Current account balance 

-6.4 

-11.6 

-17.6 

-25.2 

-23.1 

-8.9 

-1.5 

0.1 

-0.8 

1.9 

Goods balance 

-14.5 

-19.0 

-21.0 

-23.5 

-24.3 

-11.9 

-7.7 

-5.6 

-8.7 

-5.9 

Services balance 

3.2 

3.5 

3.5 

3.8 

3.7 

3.7 

5.2 

6.0 

6.0 

5.3 

Income balance 

1.2 

0.3 

-2.6 

-7.7 

-5.0 

-3.4 

-3.1 

-4.7 

-3.3 

-3.5 

Current transfers balance 

3.7 

3.5 

2.5 

2.2 

2.4 

2.7 

4.2 

4.4 

5.2 

6.0 

Capital account balance 

0.8 

1.0 

0.7 

-1.9 

0.8 

1.4 

0.8 

1.3 

1.4 

1.2 

Combined direct and portfolio investment balance') 

9.0 

9.4 

24.1 

27.0 

15.5 

5.4 

0.9 

2.2 

-0.2 

2.1 

Direct investment balance 

11.1 

13.9 

23.0 

28.7 

17.5 

7.2 

2.7 

3.1 

2.0 

2.4 

Portfolio investment balance 

-2.1 

-4.5 

1.1 

-1.7 

-2.1 

-1.8 

-1.8 

-0.9 

-2.2 

-0.3 

Other investment balance 

3.0 

7.0 

2.1 

16.8 

17.0 

-2.0 

-2.7 

-4.4 

4.0 

-5.4 

Reserve assets 

-7.3 

-1.4 

-5.7 

-9.5 

-1.9 

1.9 

1.1 

-0.4 

-5.4 

1.5 

Exports of goods and Services 

55.2 

56.0 

61.2 

59.4 

58.0 

47.6 

57.1 

66.5 

66.5 

70.1 

Imports of goods and Services 

66.5 

71.5 

78.7 

79.1 

78.6 

55.8 

59.5 

66.1 

69.2 

70.7 

Net international investment position^) 

-30.1 

-44.1 

-58.0 

-81.1 

-98.4 

-101.8 

-95.4 

-85.9 

-78.2 

-76.2 

Gross external debt2) 

61.7 

66.7 

78.1 

94.3 

105.1 

108.3 

102.7 

94.3 

94.6 

93.5 

Memo item: 

Export market shares^) 

0.12 

0.13 

0.14 

0.14 

0.15 

0.15 

0.14 

0.16 

0.15 

0.16 


Source: ECB. 

1) Differences between totals and the sum of their components are due to rounding. 

2) End-of-period outstanding amounts. 

3) As a percentage of total world goods and Services exports. 


Table 12 Indicators of Integration with the 

euro 

area 








(as a percentage of the total, unless otherwise stated) 

1 2004 1 

2005 1 

2006 1 

2007 1 

2008 1 

2009 1 

2010 1 

2011 1 

2012 1 

2013 

External trade with the euro area 

Exports of goods 

52.4 

51.2 

50.0 

49.0 

46.0 

49.8 

44.8 

45.4 

43.3 

44.5 

Imports of goods 

Investment position with the euro area 

45.4 

48.4 

46.9 

43.7 

41.4 

43.4 

41.7 

43.1 

42.5 

42.4 

Inward direct investment') 

69.1 

70.7 

69.3 

70.4 

68.1 

69.6 

70.1 

69.6 

67.7 

68.5 

Outward direct investment') 

135.5 

26.8 

56.1 

41.4 

54.9 

40.3 

39.5 

39.7 

42.1 

40.8 

Portfolio investment liabilities') 

55.0 

79.2 

69.5 

83.9 

93.0 

81.9 

82.4 

72.3 

84.1 


Portfolio investment assets') 

62.5 

56.0 

47.5 

60.7 

56.6 

50.4 

51.3 

54.9 

44.5 


Memo items: 

External trade with the EU 











Exports of goods 

62.7 

61.5 

62.4 

61.8 

60.8 

65.5 

61.4 

62.6 

58.9 

60.1 

Imports of goods 

57.2 

62.9 

61.4 

58.8 

57.0 

60.2 

58.7 

59.5 

58.8 

59.6 


Sources: ESCB, European Commission (Eurostat) and IMF. 
1) End-of-period outstanding amounts. 
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4 LONG-TERM INTEREST RATE DEVELOPMENTS 


Table 13 Long-term Interest rates (LTIRs) 


(pereentages; average of observations through period) 

I Jan. 

Feb. 

I 

Mar. 

2014 

Apr. 1 

May 2013 
to Apr. 2014 

Long-term interest rate 

3.6 

3.6 

3.5 

3.4 

3.5 

Reference value^) 

- 

- 

- 

- 

6.2 

Euro area^) 

2.8 

2.6 

2.5 

2.4 

2.9 

Euro area (AAÄ)^) 

2.0 

1.8 

1.8 

1.7 

1.9 


Sources: ECB and European Commission (Eurostat). 

1) The basis of the ealeulation for the period May 20 13 -April 2014 is the unweighted arithmetie average of the interest rate levels 
in Ireland, Latvia and Portugal plus 2 percentage points. 

2) The euro area average is included for information only. 

3) The euro area AAA par yield eurve for the ten-year residual maturity is ineluded for information only. 


Chart 6 Long-term Interest rate (LTIR) 

(a) Long-term Interest rate (LTIR) I (b) LTIR and HICP Inflation differentials vis-ä-vis the euro area 

(monthly averages in pereentages) H (monthly averages in percentage points) 


long-term interest rate 


long-term interest rate differential 
HICP Inflation differential 




Sources: ECB and European Commission (Eurostat). 


Table 14 Selected Indicators of financial development and Integration 


(as a percentage of GDP, unless otherwise stated) 



2004 

2005 

2006 

2007 

2008 

2009 

2010 

2011 

2012 

2013 

Memo item: 

euro area 

2013 

Debt securities issued by corporations^) 

1.3 

2.7 

4.6 

4.1 

3.3 

2.9 

2.6 

2.2 

2.3 

4.6 

95.3 

Stock market capitalisatiotf) 

10.1 

18.5 

29.6 

48.2 

18.0 

17.3 

15.4 

16.5 

12.6 

12.7 

58.1 

MFI credit to non-govemment residents^) 

35.1 

40.7 

44.5 

62.3 

71.4 

75.1 

73.6 

71.4 

70.7 

70.8 

125.0 

Claims of euro area MFIs on resident MFIs“*) 

- 

- 

14.0 

22.6 

21.1 

16.7 

11.6 

11.9 

9.7 

7.0 

Private sector credit flow^) 

19.1 

18.9 

28.8 

43.4 

34.8 

5.1 

3.3 

1.8 

2.5 


-0.4 

Private sector debt®) 

58.7 

74.5 

93.7 

130.1 

137.8 

142.9 

140.6 

133.4 

130.9 


164.5 

Financial sector liabilities^) 

36.6 

34.3 

51.9 

29.3 

-0.8 

1.3 

-1.7 

4.9 

10.1 


-2.5 


Sources: ESCB, European Commission (Eurostat), Federation of European Securities Exchanges, OMX and national stock exchanges. 

1) Outstanding amount of debt securities issued by resident non- financial corporations, MFIs and other financial corporations. 

2) Outstanding amounts of quoted shares issued by residents at the end of the period at market values. 

3) MFI (excluding NCB) credit to domestic non-MFI residents other than the general govemment. Credit includes outstanding amounts 
of loans and debt securities. 

4) Outstanding amount of deposits and debt securities issued by domestic MFIs (excluding the NCB) held by euro area MFIs as a 
percentage of total liabilities of domestic MFIs (excluding the NCB). Total liabilities exclude Capital and reserves and remaining 
liabilities. 

5) Transactions in securities other than shares issued and loans taken out by institutional sectors: non- financial corporations, households 
and non-profit institutions serving households. 

6) Outstanding amounts of securities other than shares issued and loans taken out by institutional sectors: non- financial corporations, 
households and non-profit institutions serving households. 

7) Sum of all liabilities of the total financial sector. The indicator is expressed as a year-on-year percentage change. 
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5.2 CZECH REPUBLIC 

5.2.1 PRICE DEVELOPMENTS 

Over the reference period from May 2013 to April 2014, the 12-montli average rate of 
HICP inflation in the Czech Republic was 0.9%, i.e. well below the reference value of 
1.7% for the criterion on price stability (see Table 1). On the basis of the most recent 
information, the 12-month average rate of HICP inflation is expected to decrease slightly 
in the coming months. 

Looking back over a longer period, annual consumer price inflation in the Czech Republic 
fluctuated in a ränge from 1.6% to 3% during the period 2004-07 (see Chart 1). Towards 
the end of 2007 price pressures started to pick up again, mainly as a result of higher food 
and energy prices and some administrative measures. Inflation rates remained elevated for 
most of 2008, Standing at more than 6% on average. Driven by the collapse of global and 
domestic demand and by base effects related to earlier increases, consumer price inflation 
started to fall sharply in late 2008, reaching 0.6% in 2009. From late 2009 higher global 
Commodity and food prices, as well as hikes in administered prices and the value added 
tax (VAT) rate, gradually pushed up inflation to 3.5% in 2012. Thereafter, the effects of 
these factors started to wane, which together with the weakness in domestic demand, 
brought inflation down to 1.4% in 2013. 

The Czech Republic’ s medium-term inflation performance reflects a number of important 
policy choices, most notably the Orientation of monetary policy towards the achievement 
of price stability. In 1998 the Czech Republic adopted an inflation targeting framework, 
having abandoned the fixed peg of the koruna in 1997 in favour of a flexible exchange 
rate regime. Since April 2001 the inflation target has been defmed in terms of CPI 
inflation, originally as a continuously declining band and, since 2006, as a flat point target. 
The CPI inflation target was set at 3% (±1 percentage point) in 2006 and reduced to 2% 
(±1 percentage point) on 1 January 2010. In November 2013, in order to fulfil its mandate 
to maintain price stability, Ceskä närodni banka intervened to weaken the domestic 
currency and made a commitment not to let the koruna appreciate against the euro beyond 
a certain level. While fiscal policy contributed to inflationary pressures during the period 
2004-09, a tightening in fiscal policy thereafter contributed to taming inflation from 2009 
to 2013. 
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Inflation developments should be viewed against the background of the various cyclical 
phases that the economy has been through over the past ten years. Between 2004 and 2007 
macroeconomic developments were driven by a sustained upswing in economic activity. 
However, the Czech economy started to slow markedly in 2008 and slid into recession in 
2009 as a result of the collapse in world trade. Reflecting the cooling economy, growth in 
property prices - while still robust - slumped in 2008 and feil into deep negative territory 
in 2009. While the economy was hit by a significant contraction in exports and domestic 
demand, particularly for investment, the recession was relatively modest compared with 
that in other central and eastern European economies. Nevertheless, the export-led 
recovery that took place in 2010-1 1 ebbed quickly in response to the slowdown in import 
demand in the euro area, which ultimately resulted in a contraction of the economy in 
2012-13. Before the global financial and economic crisis, the sustained high level of 
growth, driven in particular by foreign direct investment into export-oriented industries, 
contributed to an improvement in labour market conditions and an increase in the growth 
of credit to the private sector. For most of the period under review, growth in 
compensation per employee exceeded labour productivity growth. In the wake of the 
global financial turmoil, growth in unit labour costs slowed in 2009 and turned negative in 
2010, particularly on account of the rise in unemployment together with relatively 
moderate increases in compensation per employee. However, in 2011 it turned positive 
again and in 2012 it accelerated further, owing to a deterioration in cyclical conditions and 
the negative impact this had on labour productivity growth, alongside a slight adjustment 
in wages. In 2013 growth in unit labour costs was slightly below zero, owing to a 
significant decline in compensation per employee. The fall in import prices throughout 
most of the period from 2005 to 2010 and the rise from 2011 were largely due to the 
appreciation and subsequent depreciation of the koruna compounded by a surge in global 
Commodity prices over the period 2011-12. The effects of these factors waned in 2013, 
which together with the weak external environment, resulted in a marked slowdown in 
import growth prices. At the end of 2013, however, growth in import prices picked up, 
following the depreciation of the koruna in the wake of the intervention by Ceskä närodni 
banka. The general pattem of Inflation developments in the Czech Republic was also 
reflected in other relevant indices, such as the HICP excluding unprocessed food and 
energy. 
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Looking at recent developments, the annual rate of HICP inflation decelerated 
significantly in early 2014, owing to the fading effects of past increases in indirect taxes 
and a sharp decline in regulated prices for electricity. In April 2014 inflation stood at 0.2% 
(see Table 3a). Although food prices, administrative prices and hikes in indirect taxes 
remained the main sources of inflation in 2013, their contributions decreased over the 
year. Nevertheless, headline inflation accelerated at the end of 2013, driven by a pick-up 
in energy and food prices that partly reflected the depreciation of the koruna. By contrast, 
weak domestic demand and subdued cost pressures tended to dampen inflation. 

The latest available forecasts from major international institutions project inflation to 
increase gradually in 2014-15, ranging from 0.1% to 1.0% and from 1.8% to 2.2% 
respectively (see Table 3b). A sizeable fall in administrated prices growth and an 
unwinding of the first-round effects of the VAT hike in 2013 are expected to dampen 
inflationary pressures in 2014. However, stronger domestic demand and higher prices for 
imported goods are expected to drive up inflation towards the 2% target over the forecast 
horizon. Risks to the inflation outlook are balanced. Upside risks are associated with 
larger than expected hikes in commodity prices, while downside risks relate mainly to 
weaker than expected economic activity. Looking further ahead, the catching-up process 
may have a bearing on inflation and/or the nominal exchange rate over the coming years, 
given that GDP per capita and price levels are still lower in the Czech Republic than in the 
euro area (see Table 2). However, it is difficult to assess the exact size of the effect 
resulting from this catching-up process. 

Achieving an environment that is conducive to sustainable convergence in the Czech 
Republic requires, among other things, maintaining a price stability-oriented monetary 
policy in the medium term. Regarding macroeconomic imbalances, the European 
Commission did not select the Czech Republic for an in-depth review in its Alert 
Mechanism Report 2014. Specifically, progress in the areas below will help to achieve an 
environment that is conducive to sustainable price stability and promote competitiveness 
and employment growth. 

Improvements in the functioning of the labour market (for example, by reducing 
disincentives for second earners and the low-skilled unemployed to take up work, by 
addressing skill mismatches through the creation of closer links between universities and 
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the business sector, and by increasing incentives for females to participate in the labour 
force) are needed to boost potential growth. 

In addition, it will be essential to strengthen competition in product markets (in particular 
electricity, gas and telecommunications), improve the effectiveness of the public 
administration and increase investment in infrastructure. Against this background, 
significant effort should be made to ensure that the Czech Republic bas a better absorption 
capacity of EU funds. Priority should also be given to further improving the business 
environment, including eliminating corruption in the public sector. As the process of 
income convergence vis-ä-vis the euro area bas stalled, the implementation of these 
structural measures should facilitate changes to the Czech Republic’ s growth model, 
which bas relied mainly on foreign direct investment and exports of manufacturing goods. 

Financial sector policies should be geared towards continued vigilance, a careful 
monitoring of potential risks and close cross-border Cooperation, given the high level of 
foreign ownership in the financial sector and the vulnerability of some foreign parent 
banks. Finally, financial stability could benefit from the Czech Republic’ s participation in 
the SSM, which will take up its prudential supervisory tasks in November 2014. 
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5.2.2 FISCAL DEVELOPMENTS 

The Czech Republic is currently subject to an EU Council decision on the existence of an 
excessive deficit. In the reference year 2013 the general government budget balance 
recorded a deficit of 1.5% of GDP, i.e. well below the 3% reference value. The general 
government gross debt-to-GDP ratio was 46.0%, i.e. below the 60% reference value (see 
Table 4). The budget balance ratio improved by 2.7 percentage points compared with the 
previous year, while the public debt ratio decreased by 0.2 percentage point. In 2014 the 
deficit ratio is forecast by the European Commission to increase to 1.9% and the 
government debt ratio to decrease to 44.4%. With regard to other fiscal factors, the deficit 
ratio did not exceed the ratio of public investment to GDP in 2013, nor is it expected to in 
2014. 

Looking at developments in the Czech Republic’ s budgetary position over the period from 
2004 to 2013, after declining to 0.7% in 2007, the deficit-to-GDP ratio rose sharply to 
5.8% in 2009 and then declined to 1.5% in 2013 (see Table 5). As the deficit-to-GDP ratio 
rose above the 3% of GDP reference value in 2009, the ECOFIN Council decided on 2 
December 2009 that an excessive deficit Situation existed in the Czech Republic and set a 
deadline of 2013 for correcting it. 

As shown in greater detail in Chart 2b, European Commission estimates indicate that 
cyclical factors had a positive impact on the change in the budget balance between 2004 
and 2007 and again in 2010 and 2011. In 2009 - when the financial and economic crisis 
affected public fmances - and in 2012 and 2013, cyclical factors had a negative impact on 
the change in the budget balance. Over the entire period under consideration, non-cyclical 
factors had a volatile impact on the changes in the deficit ratio. Non-cyclical factors were 
a major factor in the deterioration in the budget balance from 2008-09 as a result of tax 
reform and two fiscal Stimulus packages. This trend was reversed in 2010, when the Czech 
government implemented a fiscal consolidation package consisting, inter alia, of indirect 
and property tax increases, a freeze in pensions and public wages and the withdrawal of 
Stimulus measures. Non-cyclical factors led to a deterioration in the budget balance in 
2012 owing to a one-off Capital transfer to compensate for church property confiscated 
during the communist period. On the other hand, non-cyclical factors resulted in a 
significant reduction in the budget deficit in 2013 owing to a large cut in Capital 
expenditure. In the absence of any substantial temporary and one-off factors between 2004 
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and 2013, the underlying changes in the budget deficit seem to reflect a structural 
deterioration of the Czech Republic’s fiscal position until 2009, and a structural 
improvement thereafter. 

Turning to developments in general government gross debt, the debt-to-GDP ratio 
increased cumulatively by 17.1 percentage points between 2004 and 2013. After hovering 
below 30% until 2008, it rose significantly over the period 2009-13 (see Chart 3a and 
Table 6). As shown in greater detail in Chart 3 b, the primary budget balance had a debt- 
increasing effect before 2013, with the exception of 2007. On the back of deteriorating 
macroeconomic and financial conditions, the growth-interest rate differential contributed 
to an increase in debt, particularly in 2009 and 2012. By contrast, deficit-debt adjustments 
had a debt-decreasing effect in 2009-10. In 2013 the small decrease in the general 
government debt-to-GDP ratio reflected a debt-decreasing effect from deficit-debt 
adjustments that outweighed the debt-increasing effects of the growth-interest rate 
differential, while the effect of the primary balance was neutral. 

As regards the Czech Republic’s general government debt structure, the share of 
government debt with a short-term maturity declined from 16.3% in 2004 to 6.3% in 
2008, before starting to increase and becoming more noticeable by the end of 2012. It feil 
again in 2013 to 6.9% (see Table 6). Taking into account the level of the debt ratio, fiscal 
balances are relatively insensitive to changes in interest rates. The proportion of 
government debt denominated in foreign currency is noticeable (19.2% in 2013) but, 
given the Overall debt level, fiscal balances are relatively insensitive to changes in 
exchange rates. Düring the crisis, the share of debt with a short-term maturity increased 
but remained low, pointing to limited debt-related vulnerabilities. However, the share of 
debt denominated in foreign currency has more than doubled since 2007, while remaining 
below 20%. At the same time, the Czech government has not incurred contingent 
liabilities resulting from government interventions to Support financial institutions and 
financial markets during the crisis (see Section 5.9). 

Moving on to examine trends in other fiscal indicators, Chart 4 and Table 5 show that the 
general government total expenditure-to-GDP ratio declined Overall from 43.3% in 2004 
to 42.4% in 2013, with intermediate peaks in 2009 and 2012. Overall, during the period 
under consideration, and particularly in 2009-13, “social benefits other than in kind” 
increased and remained at elevated levels when compared with the period 2004-08. 
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Capital spending decreased as a ratio to GDP in 2010 and 2011 and again (strongly) in 
2013. Total government revenue as a share of GDP increased slightly over the period 
under consideration (40.9% of GDP in 2013, compared with 40.4% in 2004). Overall, 
indirect taxes and Capital revenues increased somewhat during the 2009-2013 period 
compared with 2004-2008, while direct taxes decreased. 

Looking ahead, the Czech Republic’s medium-term fiscal policy strategy indicates the 
commitment of the current government to keep the ESA 95 deficit below the reference 
value in 2014 and thereafter. According to the 2014-17 convergence programme update, 
the ESA 95 budget deficit will rise to 1.8% of GDP in 2014 and further to 2.3% of GDP in 
2015, before starting to fall again and reaching 1.7% of GDP by 2017. The structural 
deficit is projected to remain above the medium-term objective of 1.0% of GDP (specified 
in line with the Stability and Growth Pact) in the entire period from 2014 to 2017. 
According to the European Commission’ s projections, the structural deficit will remain 
above the medium-term objective throughout the projection horizon. 

The Czech Republic has not signed the Treaty on Stability, Coordination and Governance 
in the Economic and Monetary Union (TSCG), although the Czech government recently 
announced that it would sign it in the near future. However, this decision has still to be 
approved by the Czech parliament. 

As regards fiscal governance, the Czech Republic comprehensively reformed its public 
fmance framework in 2004. However, further efforts appear to be necessary to improve 
the coordination between different levels of government, including through a new fiscal 
rule for local and regional governments. Establishing an independent fiscal council to 
monitor and regularly assess public fmance developments would be a Step in the right 
direction. A stronger enforcement mechanism for the existing fiscal rules, better 
monitoring and ex post evaluation of budgetary performance, as well as greater 
consideration of sustainability in fiscal targeting, are also needed. Full compliance with 
the provisions for an enhanced national governance framework under Council Directive 
201 1/85/EU should be ensured, as referred to in Box 2 of Chapter 2. 

Turning to factors that will have an impact on the Czech Republic’s public fmances over 
the long term, a marked ageing of the population is expected, as highlighted in Table 8. 
According to the 2012 projections by the European Commission and the EU’s Economic 
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Policy Committee, starting from a level of 20.2% of GDP in 2010, the Czech Republic is 
likely to experience a significant increase in strictly age-related public expenditure 
amounting to 6.4 percentage points of GDP in the years to 2060, well above the EU 
average.^ It will be easier to cope with the overall bürden if sufficient room for manoeuvre 
is created in the public fmances before the period in which the demographic Situation is 
projected to worsen. 

With respect to fiscal challenges, the Czech Republic must ensure that it reduces the 
budget deficit to its medium-term objective in a timely and sustainable manner. This 
requires the continuation of a prudent expenditure policy in the medium term. In addition, 
Pension System reform should be adopted to reduce the bürden of age-related public 
expenditure in the long term. The Czech Republic should take more determined measures 
to improve its fiscal institutional framework in order to strengthen public fmance 
sustainability while avoiding pro-cyclical fiscal policies and to address inefficiencies and 
ineffectiveness in public spending. It is particularly important that the domestic fiscal 
institutional framework is improved further in order to anchor the sustainability of future 
fiscal policies firmly, given that the Czech Republic has not yet signed the TSCG. At the 
same time, the Czech Republic needs to fully comply with its existing obligations under 
the enhanced Stability and Growth Pact. Over the longer run, the risks to medium-term 
fiscal sustainability suggest that structural fiscal reforms are warranted that focus on 
avoiding pro-cyclical fiscal policies, as well as improving the sustainability of the pension 
System, tax administration, municipalities’ fiscal responsibility and the overall quality of 
economic governance. 


^ European Commission and Economic Policy Committee, “The 2012 Ageing Report: Economic 
and budgetary projections for the EU-27 Member States (2010-2060)”. 
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5.2.3 EXCHANGE RATE DEVELOPMENTS 

In the two-year reference period from 16 May 2012 to 15 May 2014, the Czech komna did 
not participate in ERM II, but traded under a flexible exchange rate regime (see Table 9a). 
However, on 7 November 2013 Ceskä närodni banka announced that it would intervene in 
foreign exchange markets with the goal of weakening the koruna in order to prevent a 
long-term undershooting of the inflation target and made a commitment not to let the 
exchange rate of the koruna against the euro appreciate beyond a certain level. The Czech 
currency mostly traded dose to its May 2012 average exchange rate against the euro, 
which is used as a benchmark for illustrative purposes in the absence of an ERM II central 
rate, although since November 2013 it has traded substantially below this benchmark rate. 
On 15 May 2014 the exchange rate stood at 27.440 korunas per euro, i.e. 8.4% weaker 
than its average level in May 2012. Over the reference period the maximum upward 
deviation from this benchmark was 3.5%, while the maximum downward deviation 
amounted to 9.6% (see Chart 5 and Table 9a). After the announcement of foreign 
exchange interventions in November 2013, Ceskä närodni banka sold domestic currency 
in exchange for foreign currency. 

The exchange rate of the Czech koruna against the euro was, on average, subject to a 
relatively high degree of volatility, as measured by annualised Standard deviations in daily 
percentage changes. Between May 2012 and September 2012 the Czech koruna 
appreciated by around 4% against the euro on account of improving global financial 
market conditions and growing Investor confidence in the region. Thereafter the currency 
depreciated gradually against the euro by about 5% until early November 2013, in an 
environment of small and declining interest rate differentials vis-ä-vis euro area assets, as 
Ceskä närodni banka lowered its policy rate and in view of potential foreign exchange 
interventions. Following Ceskä närodni banka’ s announcement to conduct foreign 
exchange interventions, the currency depreciated further - by around 7% vis-ä-vis the 
euro - to a level in line with Ceskä närodni banka’ s asymmetric exchange rate 
commitment to a floor of 27 korunas per euro. Over the reference period short-term 
interest rate differentials against the three-month EURIBOR were Overall small, and stood 
at 0.1 percentage point in the three-month period ending in March 2014 (see Table 9b). 

In a longer-term context, in April 2014 both the real effective exchange rate and the real 
bilateral exchange rate of the Czech koruna against the euro stood dose to the 
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corresponding ten-year historical averages (see Table 10). However, these indicators 
should be interpreted with caution, as during this period the Czech Republic was subject 
to a process of economic convergence, which complicates any historical assessment of 
real exchange rate developments. 

As regards other external developments, the Czech Republic recorded a deficit of 5.5% of 
GDP in the combined current and Capital account of its balance of payments in 2004 (see 
Table 1 1). The deficit narrowed rapidly in 2005 to 0.8% of GDP on account of significant 
improvements in the balances on trade in goods and in Services, as well as a temporary 
reduction of the deficit of the balance of income. Thereafter, rapidly increasing income 
payments on direct investment liabilities led to a widening of the external deficit in 2006 
and 2007, which then adjusted in 2008 and 2009 owing to a strong fall in domestic 
demand. After an increase in the deficit to 3.0% of GDP in 2010 owing to a declining 
surplus on trade in goods and a further worsening of the income account, the external 
deficit decreased slightly in 2011, while improving further to 0.0% of GDP in 2012 and 
recording a surplus of 0.5% in 2013. The shifts recorded in the Czech Republic’ s balance 
of payments over the past few years have been associated with significant Capital inflows. 
The large net inflows in direct investment of, on average, more than 5.0% of GDP 
exceeded the fmancing needs of the Czech economy until 2007, but declined significantly 
thereafter to around 1.0% of GDP in 2008 and 2009. Net direct investment inflows 
recovered to 3.2% of GDP in 2012, but feil to 0.9% in 2013. Net inflows of portfolio 
investment amounted to 1.4% of GDP in 2012 and 2.4% in 2013. Against this 
background, gross external debt increased from 40.1% of GDP in 2005 to 62.0% in 2012 
and 71.0% in 2013. At the same time the country’s net international investment position 
deteriorated substantially from -28.2% of GDP in 2004 to -48.8% in 2012, before 
improving to 45.6% in 2013. The Czech Republic is a small open economy, and the ratio 
of foreign trade in goods and Services to GDP increased from 67.2% in 2004 to 79.6% in 
2013 for exports and from 67.1% in 2004 to 73.4% in 2013 for Imports. Over the same 
period the Czech Republic’s share in world exports decreased from 0.71% to 0.65%. 

With regard to measures of economic integration with the euro area, in 2013 exports of 
goods to the euro area constituted 63.0% of total goods exports, whereas the 
corresponding figure for imports was lower, at 60.5%. The share of euro area countries in 
the Czech Republic’s stock of inward direct investment stood at 81.9% in 2013, and their 
share in its stock of portfolio investment liabilities was 59.2% in 2012. The share of the 


ECB 



Convergence Report 
June 2014 



Deutscher Bundestag - 18. Wahlperiode 


-425- 


Drucksache 18/1730 


Czech Republic’s stock of assets invested in the euro area amounted to 82.1% in the case 
of direct investment in 2013 and 72.0% for portfolio Investment in 2012 (see Table 12). 
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5.2.4 LONG-TERM INTEREST RATE DEVELOPMENTS 

Long-term interest rates in the Czech Republic were 2.2% on average over the reference 
period from May 2013 to April 2014 and were thus well below the 6.2% reference value 
for the interest rate convergence criterion (see Table 13). 

Long-term interest rates had been on a downwards trend from mid-2004, to reach 3.3% in 
July 2005 (see Chart 6a), supported by moderate policy easing by monetary authorities 
amid declining inflation. Until mid-2007 they fluctuated around 3. 5-4.0%, before 
embarking on an upward path in mid-2007, coinciding with the intensification of 
monetary policy tightening by the central bank in a bid to rein in rising inflationary 
pressures. The external and domestic macroeconomic and financial environment started to 
deteriorate, and long-term interest rates declined temporarily from mid-2008, but in early 
2009 the country was affected by the general rise in global uncertainty and long-term 
interest rates increased despite aggressive policy easing by the central bank. Düring the 
four years from mid-2009, long-term interest rates in the Czech Republic were on a 
downward trend, but exhibited some of the volatile behaviour also observed in other 
countries in the context of the euro area sovereign debt crisis. Central bank policy rates 
have remained accommodative since mid-2010, and the country’ s sovereign credit rating 
was upgraded by Standard & Poor’s in August 2011. The fall in interest rates was 
particularly pronounced between early 2012 and May 2013, coincident with a monetary 
policy loosening and benign global financial market conditions. After decreasing to 1.7% 
in May 2013, long-term interest rates increased in line with interest rate developments in 
major global economies, and stood at 2.0% at the end of the reference period. 

The Czech Republic’ s long-term interest rate differential with the euro area average 
hovered around zero for most of the 2004-07 period (see Chart 6b). From early 2008 it 
followed an erratic pattem, albeit remaining in positive territory on average for 2008 as a 
whole. The differential widened in 2009 and peaked at 1.5 percentage points. Thereafter, 
the gradual decline in long-term interest rates in the Czech Republic, coupled with high 
long-term interest rates in the euro area, caused the interest rate differential to narrow and 
turn significantly negative; in August 2012 it stood at -1.5 percentage points. 
Subsequently, long-term interest rates in the Czech Republic feil less sharply than those in 
the euro area, and the spread narrowed to stand at about -0.4 percentage point (and 0.3 
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percentage point with respect to the AAA euro area yield) at the end of the reference 
period. 

As regards financial Integration and development, the Capital markets in the Czech 
Republic are smaller and much less developed than those of the euro area (see Table 14). 
Stock market capitalisation declined to 15.6% of GDP in 2013 from a peak of 34.8% in 
2007. By contrast, outstanding debt securities issued by corporations (a measure of 
market-based indebtedness) increased over the same period, rising to 33.1% of GDP in 
2013 from 16.6% in 2008. The country’s financial System remains heavily bank-based, 
with credit to non-government residents amounting to 57.0% of GDP in 2013. Foreign- 
owned banks play a dominant role in the Czech banking sector, but the majority of loans 
are denominated in domestic currency and fmanced from local deposits. The international 
Claims of euro area banks in the country amounted to 7.2% of total liabilities in 2013. 
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I PRICE DEVELOPMENTS 


Table I HICP Inflation 


(annual percentage changes) 

Jan. 

Feb. 

2014 

Mar. 

Apr. 1 

May 2013 
to Apr. 2014 

HICP Inflation 

0.3 

0.3 

0.3 

0.2 

0.9 

Reference value‘^ 





1.7 

Euro area^^ 

0.8 

0.7 

0.5 

0.7 

1.0 


Source: European Commission (Eurostat). 

1) The basis of the calculation for the period May 20 13 -April 2014 is the unweighted arithmetic average of 
the annual percentage changes in the HICP for Latvia, Portugal and Ireland plus 1.5 pereentage points. 

2) The euro area is included for information only. 


Chart I Price developments 


(average annual percentage changes) 
HICP 

■ ■ ■ ■ unit labour eosts 


Import deflator 



2004 2006 2008 2010 2012 

Source: European Co mm ission (Eurostat). 
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Table 2 Measures of Inflation and related indkators 


(annual pereentage changes, unless otherwise stated) 



1 2004 1 

2005 1 

2006 

2007 

2008 1 

2009 1 

2010 1 

2011 1 

2012 1 

2013 

Measures of inflation 

HICP 

2.6 

1.6 

2.1 

3.0 

6.3 

0.6 

1.2 

2.1 

3.5 

1.4 

HICP excluding unprocessed food and energy 

2.5 

0.9 

0.9 

3.1 

5.8 

0.5 

0.5 

1.4 

2.4 

1.0 

HICP at constant tax ratest 

1.8 

1.4 

1.4 

2.4 

4.3 

0.6 

-0.1 

2.1 

2.2 

0.5 

CPI 

2.8 

1.8 

2.5 

2.9 

6.3 

1.0 

1.5 

1.9 

3.3 

1.4 

Private eonsumption deflator 

3.6 

0.8 

1.5 

2.9 

4.8 

0.8 

-0.2 

0.5 

2.7 

1.1 

GDP deflator 

4.0 

-0.3 

0.5 

3.3 

1.9 

2.3 

-1.6 

-0.9 

1.6 

1.9 

Producer priees^) 

5.5 

3.1 

1.5 

4.1 

4.5 

-3.1 

1.2 

5.6 

2.1 

0.8 

Related indicators 

Real GDP growth 

4.7 

6.8 

7.0 

5.7 

3.1 

-4.5 

2.5 

1.8 

-1.0 

-0.9 

GDP per eapita in PPS^) (euro area = 100) 

71.9 

72.8 

73.7 

76.2 

74.5 

76.2 

74.3 

74.6 

74.9 


Comparative price levels (euro area = 100) 

53.8 

56.9 

60.2 

61.6 

74.8 

69.1 

72.3 

73.3 

70.7 


Output gap4) 

0.6 

2.5 

5.0 

5.9 

4.7 

-1.5 

-0.8 

-0.5 

-1.9 

-3.3 

Unemployment rate (%)5) 

8.3 

7.9 

7.1 

5.3 

4.4 

6.7 

7.3 

6.7 

7.0 

7.0 

Unit labour eosts, whole economy 

2.9 

-0.7 

0.4 

2.6 

3.4 

2.2 

-0.4 

0.5 

3.3 

-0.1 

Compensation per employee, whole economy 

8.2 

3.8 

6.0 

6.3 

4.2 

-0.6 

3.1 

2.3 

1.9 

-1.9 

Labour productivity, whole economy 

5.1 

4.6 

5.6 

3.5 

0.8 

-2.8 

3.5 

1.9 

-1.4 

-1.8 

Imports of goods and Services deflator 

2.0 

-0.2 

0.7 

-0.7 

-3.1 

-1.7 

0.6 

2.5 

3.6 

0.1 

Nominal effeetive exchange rate®) 

1.2 

6.2 

5.1 

3.0 

12.3 

-4.4 

1.9 

2.9 

-4.0 

-1.9 

Money supply (M3)^) 

7.0 

11.5 

14.3 

16.9 

12.9 

0.3 

0.2 

2.9 

5.3 

5.2 

Lending from banks*) 

15.5 

21.0 

21.7 

27.5 

16.2 

1.5 

4.2 

5.9 

3.4 

3.8 

Stock priees (PX 50 Index) 

56.6 

42.7 

7.9 

14.2 

-52.7 

30.2 

9.6 

-25.6 

14.0 

-4.8 

Residential property priees 

-0.8 

0.6 

6.6 

21.1 

14.0 

-6.9 

-3.1 

0.9 

-0.7 



Sourees: European Commission (Eurostat), national data (CPI, money supply, lending from banks and residential property priees) and 
European Commission (output gap). 

1) The difference between the "HICP" and the "HICP at constant tax rates" shows the theoretieal impaet of ehanges in indireet taxes 
(e.g. VAT and excise duties) on the Overall rate of Inflation. This impaet assumes a full and instantaneous pass-through of tax rate 
changes on the price paid by the consumer. 

2) Domestie sales, total industry excluding construction. 

3) PPS Stands for purehasing power Standards. 

4) Percentage difference of potential GDP: a positive (negative) sign indicates that actual GDP is above (below) potential GDP. 

5) The definition conforms to ILO guidelines. 

6) A positive (negative) sign indicates an appreciation (depreciation). 

7) The series includes repurchase agreements with central counterparties. 

8) Not adjusted for the dereeognition of loans from the MFI Statistical balance sheet due to their sale or securitisation. 
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Table 3 Recent Inflation trends and forecasts 

(annual pereentage changes) 






(a) Recent trends in the HICP 


2013 

2014 



1 Nov. 1 

Dec. 1 

Jan. 1 

Feb. 

Mar.| 

Apr. 

HICP 






Annual pereentage change 1 .0 

1.5 

0.3 

0.3 

0.3 

0.2 

Change in the average of the latest three months from the 
previous three months, annualised rate, seasonally adjusted 0.5 

1.3 

0.5 

-0.1 

-1.8 

-1.0 

Change in the average of the latest six months from the 

previous six months, annualised rate, seasonally adjusted 1 . 1 

1.0 

0.8 

0.6 

0.4 

0.2 

Sourees: European Commission (Eurostat) and ECB ealeulations. 






(b) Inflation forecasts 

, 


2014 1 


2015 

HICP, European Commission (Spring 2014) 



0.8 


1.8 

CPI, OECD (May 2014) 



0.1 


2.0 

CPI, IMF (April 2014) 



1.0 


1.9 

CPI, Consensus Economics (April 2014) 



1.0 


2.2 


Sources: European Commission, OECD, IMF and Consensus Eeonomies. 
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2 FISCAL DEVELOPMENTS 


Table 4 General government fiscal position 




(as a percentage of GDP) 

2012 

2013 

20141) 

General govemment surplus (+)/de fielt (-) 

-4.2 

-1.5 

-1.9 

Reference value 

-3.0 

-3.0 

-3.0 

Surplus/deficit, net of govemment investment expenditure^) 

-1.0 

1.3 

1.4 

General govemment gross debt 

46.2 

46.0 

44.4 

Reference value 

60.0 

60.0 

60.0 


Sources: European Commission (Eurostat, DG ECFIN) and ECB calculations. 

1) European Commission projections. 

2) A positive (negative) sign indicates that the govemment deficit is lower (higher) than government investment expenditure. 


Table 5 General government budgetary position 


(as a percentage of GDP) 



2004 

2005 

2006 

2007 

2008 

2009 

2010 

2011 

2012 1 

2013 

Total revenue 

40.4 

39.8 

39.6 

40.3 

38.9 

38.9 

39.1 

40.0 

40.3 

40.9 

Current revenue 

40.1 

39.4 

39.0 

39.5 

38.2 

37.5 

37.6 

38.6 

39.2 

39.9 

Direct taxes 

9.1 

8.9 

8.8 

9.0 

8.0 

7.2 

6.9 

7.2 

7.2 

7.3 

Indirect taxes 

11.1 

11.0 

10.5 

10.8 

10.6 

11.0 

11.1 

11.6 

12.2 

12.4 

Social Security contributions 

15.5 

15.5 

15.7 

15.7 

15.6 

14.9 

15.2 

15.5 

15.6 

15.6 

Other current revenue 

4.4 

4.1 

4.0 

4.0 

4.0 

4.3 

4.3 

4.3 

4.3 

4.6 

Capital revenue 

0.4 

0.4 

0.6 

0.8 

0.8 

1.4 

1.5 

1.4 

1.1 

1.0 

Total expenditure 

43.3 

43.0 

42.0 

41.0 

41.2 

44.7 

43.8 

43.2 

44.5 

42.4 

Current expenditure 

36.2 

35.9 

35.5 

35.1 

34.9 

38.3 

38.2 

38.1 

38.1 

38.5 

Compensation of employees 

7.6 

7.6 

7.5 

7.3 

7.3 

7.8 

7.5 

7.3 

7.4 

7.6 

Social benefits other than in kind 

12.3 

12.0 

12.2 

12.5 

12.4 

13.5 

13.7 

13.8 

13.9 

14.0 

Interest payable 

1.1 

1.1 

1.1 

1.1 

1.1 

1.3 

1.4 

1.4 

1.5 

1.4 

of which: impact of swaps and FRAsi) 

0.0 

0.0 

0.0 

0.0 

0.0 

0.0 

0.1 

0.0 

0.0 

0.0 

Other current expenditure 

15.3 

15.1 

14.7 

14.2 

14.2 

15.7 

15.6 

15.6 

15.3 

15.5 

Capital expenditure 

7.1 

7.1 

6.5 

6.0 

6.2 

6.4 

5.6 

5.1 

6.4 

3.9 

Surplus (+)/deficit (-) 

-2.8 

-3.2 

-2.4 

-0.7 

-2.2 

-5.8 

-4.7 

-3.2 

-4.2 

-1.5 

Primary balance 

-1.8 

-2.2 

-1.3 

0.4 

-1.2 

-4.5 

-3.3 

-1.8 

-2.7 

-0.1 

Surplus/deficit, net of govemment 
investment expenditure 

1.4 

1.0 

2.1 

3.4 

2.3 

-0.7 

-0.5 

0.4 

-1.0 

1.3 


Sources: ESCB and European Co mm ission (Eurostat). 

Notes: Differences between totals and the sum of their components are due to rounding. Interest payable as reported under the excessive 
deficit procedure. The item "impact of swaps and FRAs" is equal to the difference between the interest (or deficit/surplus) as defined 
in the excessive deficit procedure and in the ESA 95. See Regulation (EC) No 2558/2001 of the European Parliament and of the Council of 
3 December 2001 amending Council Regulation (EC) No 2223/96 as regards the reclassification of Settlements under swap arrangements and 
under forward rate agreements (OJ L 344, 28.12.2001, p. 1). 

1) FRAs Stands for forward rate agreements. 
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Chart 2 General government surnlus (+ydeficit (-1 

(a) Levels (b) Annual change and underlying factors 

(as a percentage of GDP) (in percentage points of GDP) 


levels 



2004 2006 2008 2010 2012 



cyclical factors 
ra non-cyclical factors 
total change 



Sources: European Commission (Eurostat) and ECB calculations. 

Note: In Chart 2b a negative (positive) value indicates a contribution to an increase (reduction) in a deficit. 


Table 6 General government gross debt - structural features 



1 2004 1 

2005 1 

2006 1 

2007 

2008 1 

2009 1 

2010 1 

2011 1 

2012 

2013 

Total debt (as a percentage of GDP) 

28.9 

28.4 

28.3 

27.9 

28.7 

34.6 

38.4 

41.4 

46.2 

46.0 

Composition by currency (% of total) 

In dorne Stic currency 

90.7 

87.7 

88.1 

90.6 

86.2 

83.6 

82.1 

83.6 

81.4 

80.8 

In foreign currencies 

9.3 

12.3 

11.9 

9.4 

13.8 

16.4 

17.9 

16.4 

18.6 

19.2 

Euro 

9.3 

12.3 

11.4 

8.8 

13.1 

15.1 

16.6 

15.2 

17.6 

18.2 

Other foreign currencies 

0.0 

0.0 

0.5 

0.5 

0.7 

1.3 

1.3 

1.2 

1.0 

1.0 

Domestic ownership (% of total) 

82.2 

74.7 

74.2 

72.7 

72.2 

70.5 

67.2 

84.1 

86.4 

84.3 

Average residual maturity (in years) 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Composition by maturity') (% of total) 

Short-term (up to and including one year) 

16.3 

11.3 

10.0 

8.2 

6.3 

6.7 

7.5 

9.4 

10.6 

6.9 

Medium and long-term (over one year) 

83.7 

88.7 

90.0 

91.8 

93.7 

93.3 

92.5 

90.6 

89.4 

93.1 


Sources: ESCB and European Commission (Eurostat). 

Notes: Year-end data. Differences between totals and the sum of their components are due to rounding. 

1) Original maturity. 

Chart 3 General government gross debt 



(a) Levels 


(b) Annual change and underlying factors 

(as a percentage of GDP) 


(in percentage points of GDP) 


levels 



2004 2006 2008 2010 2012 


[X3 


primary balance 
growth/interest rate differential 
deficit-debt adjustment 
change in debt-to-GDP ratio 



10 

5 

0 

-5 


Sources: European Commission (Eurostat) and ECB. 

Note: In Chart 3b a negative (postitive) value indicates a contribution of the respective factor to a decrease (increase) in the debt ratio. 
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Chart 4 General government expenditure and revenue 

(as a percentage of GDP) 


total expenditure 
total revenue 



Source: ESCB. 


Table 7 General government deficit-debt adjustment 







(as a percentage of GDP) 

2004 

2005 

2006 

2007 

2008 

2009 

2010 

2011 

2012 1 

2013 

Change in general government debt') 

2.7 

1.2 

1.9 

2.1 

2.1 

5.2 

4.1 

3.4 

5.0 

0.3 

General government surplus (+)/deficit (-) 

-2.8 

-3.2 

-2.4 

-0.7 

-2.2 

-5.8 

-4.7 

-3.2 

-4.2 

-1.5 

Deficit-debt adjustment 

-0.1 

-2.0 

-0.5 

1.3 

-0.1 

-0.6 

-0.6 

0.2 

0.8 

-1.1 


Net acquisitions (+)/net sales (-) of 


financial assets 

0.5 

-0.8 

0.0 

1.9 

1.1 

0.0 

-0.6 

0.1 

3.7 

-1.3 

Currency and deposits 

1.0 

3.9 

-0.6 

2.1 

2.0 

-1.5 

-0.3 

-0.9 

3.1 

-1.1 

Loans and securities other than shares 

0.0 

-1.7 

-0.3 

-0.2 

-0.2 

0.0 

-0.1 

0.0 

-0.1 

-0.1 

Shares and other equity 

-0.2 

-3.4 

-0.1 

-0.5 

-0.6 

-0.2 

0.0 

0.0 

0.1 

0.0 

Privatisations 

-0.3 

-3.1 

0.0 

-0.3 

-0.6 

0.0 

0.0 

0.0 

0.0 

0.0 

Equity injections 

0.0 

0.0 

0.0 

0.0 

0.0 

0.0 

0.0 

0.0 

0.0 

0.0 

Other 

0.2 

-0.3 

-0.1 

-0.1 

0.0 

-0.2 

0.0 

0.0 

0.1 

0.0 

Other financial assets 

-0.3 

0.4 

0.9 

0.5 

-0.1 

1.8 

-0.2 

0.9 

0.6 

-0.2 

Valuation changes of general government 
debt 

0.0 

-0.4 

-0.2 

-0.1 

0.1 

-0.1 

-0.5 

-0.1 

-0.6 

0.2 

Foreign exchange holding gains (-)/losses (+) 

0.0 

-0.3 

-0.2 

-0.1 

0.1 

0.0 

-0.1 

0.2 

-0.1 

0.4 

Other valuation effects^) 

0.1 

-0.1 

0.0 

-0.1 

0.0 

-0.1 

-0.4 

-0.2 

-0.5 

-0.1 

Other^) 

-0.7 

-0.9 

-0.4 

-0.5 

-1.3 

-0.5 

0.5 

0.2 

-2.4 

-0.1 


Sources: ESCB and European Commission (Eurostat). 

Note: Differences between totals and the sum of their components are due to rounding. 

1) Annual change in debt in period t as a percentage of GDP in period t, i.e. [debt(t) - debt(t-l)]/GDP(t). 

2) Includes the difference between the nominal and market valuation of general government debt. 

3) Transactions in other accounts payable (government liabilities), sector reclassifications and Statistical discrepancies. This item may also 
cover certain cases of debt assumption and settlements under swaps and forward rate agreements. 


Table 8 Projections of the ageing-induced fiscal 

bürden 






(percentages) 

2010 

2020 

2030 

2040 

2050 

2060 

Elderly dependency ratio (population aged 65 and over as a 

Proportion of the population aged 15-64) 

21.7 

31.3 

35.2 

40.2 

48.2 

50.3 

Age-related government expenditure (in percentage points 
ofGDP)') 

20.2 

20.6 

21.9 

23.1 

25.1 

26.6 


Sources: European Commission (Eurostat) and The 2012 Ageing Report: Economic and budgetary projections for the 27 EU Member States 
(2010-2060), a joint report prepared by the European Co mm ission (DG ECFIN) and the Economic Policy Committee. 

1) The Ageing Working Group (AWG) risk scenario, strictly age-related item. 
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3 EXCHANGE RATE DEVELOPMENTS 


Table 9 (a) Exchange rate stabiMty 


Participation in the exchange rate mechanism (ERM II) No 

Exchange rate level in May 2012 in CZK/EUR 25.3 133 


Maximum upward deviation') 3.5 

Maximum downward deviation') -9.6 


Source: ECB. 

1) Maximum percentage deviations of the bilateral exchange rate against the euro from its average level in May 2012 over the period 
16 May 2012-15 May 2014, based on daily data at business frequency. An upward (downward) deviation implies that the 
currency was stronger (weaker) than its exchange rate level in May 2012. 


Table 9 (b) Key indicators of exchange rate pressure for the Czech koruna 


(average of three-month period ending in specified month) 

2012 2013 2014 



June| 

Sep.| 

Dec. 

Mar.| 

June| 

Sep.| 

Dec. 

Mar. 

Exchange rate volatilityi) 

6.4 

6.4 

4.3 

4.8 

4.4 

3.8 

7.2 

2.2 

Short-term interest rate differentiaP) 

0.5 

0.6 

0.4 

0.3 

0.3 

0.2 

0.2 

0.1 


Sources: National data and ECB calculations. 

1) Annualised monthly Standard deviation (as a percentage) of daily percentage changes in the exchange rate against the euro. 

2) Differential (in percentage points) between three-month interbank interest rates and the three-month EURIBOR. 


Chart 5 Czech koruna: nominal exchange rate development against the euro 

(a) Exchange rate over the reference period (daily data; H (b) Exchange rate over the last ten years (monthly data; 
average of May 20 1 2 = 1 00; 1 6 May 20 1 2- 1 5 May 2014) ■ average of May 20 1 2 = 1 00; May 2004-May 20 1 4) 



Source: ECB. 

Note: An upward (downward) movement of the line indicates an appreciation (depreciation) of the Czech koruna. 
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Table 10 Czech koruna: real exchange rate developments 

(monthly data; percentage deviation in April 2014 from the ten-year average calculated for the period May 2004- April 2014) 









1 



Apr. 2014 

Real bilateral exehange rate against the euroh 

Memo items: 










-1.6 

Nominal effeetive exehange rate^) 










-2.4 

Real effeetive exehange rate'). 2 ) 










-2.3 

Souree: ECB. 











Note: A positive (negative) sign indieates an appreeiation (depreciation). 









1) Based on HICP and CPI developments. 











2) Effeetive exehange rate against the euro, the eurreneies of the non-euro 

area EU Member States and those of ten other major trading 

Partners. 











Table 1 1 External developments 

(as a pereentage of GDP, unless otherwise stated) 

2004 

2005 

2006 

2007 

2008 

2009 

2010 

2011 1 

2012 1 

2013 

Balance of payments 

Current aeeount and eapital aeeount balanee') 

-5.5 

-0.8 

-1.7 

-3.7 

-1.4 

-1.0 

-3.0 

-2.3 

0.0 

0.5 

Current aeeount balanee 

-5.0 

-1.0 

-2.0 

-4.3 

-2.1 

-2.4 

-3.9 

-2.7 

-1.3 

-1.4 

Goods balanee 

-0.5 

1.6 

1.8 

1.3 

0.7 

2.3 

1.4 

2.4 

3.9 

4.8 

Serviees balanee 

0.6 

1.2 

1.5 

1.6 

1.9 

2.0 

2.0 

1.5 

1.6 

1.4 

Income balanee 

-5.3 

-4.1 

-4.9 

-7.0 

-4.5 

-6.6 

-7.5 

-6.7 

-6.8 

-8.0 

Current transfers balanee 

0.2 

0.4 

-0.3 

-0.2 

-0.2 

0.0 

0.2 

0.1 

-0.1 

0.4 

Capital aeeount balanee 

-0.5 

0.2 

0.3 

0.6 

0.7 

1.4 

0.9 

0.4 

1.4 

1.9 

Combined direet and portfolio Investment balanee') 

5.3 

6.4 

1.9 

3.3 

0.7 

5.2 

6.5 

1.4 

4.6 

3.2 

Direct investment balanee 

3.5 

9.0 

2.7 

4.9 

0.9 

1.0 

2.5 

1.2 

3.2 

0.9 

Portfolio investment balanee 

1.8 

-2.6 

-0.8 

-1.6 

-0.2 

4.2 

4.0 

0.2 

1.4 

2.4 

Other investment balanee 

0.9 

-1.2 

1.1 

0.1 

1.7 

-1.4 

-1.8 

0.3 

-2.9 

1.5 

Reserve assets 

-0.2 

-3.0 

-0.1 

-0.4 

-1.0 

-1.6 

-1.1 

0.5 

-2.1 

-4.9 

Exports of goods and Services 

67.2 

64.3 

67.1 

68.3 

64.7 

59.7 

67.9 

73.7 

79.1 

79.6 

Imports of goods and Services 

67.1 

61.5 

63.9 

65.4 

62.1 

55.4 

64.5 

69.8 

73.6 

73.4 

Net international investment position^) 

-28.2 

-26.9 

-32.3 

-38.7 

-40.1 

-46.0 

-48.3 

-47.5 

-48.8 

-45.6 

Gross external debt2) 

Memo item: 


40.1 

39.9 

43.1 

48.5 

51.3 

56.3 

59.6 

62.0 

71.0 

Export market shares^) 

0.71 

0.67 

0.69 

0.74 

0.68 

0.75 

0.72 

0.68 

0.69 

0.65 

Source: ECB. 











1) Differences between totals and the sum of their components are due to rounding. 








2) End-of-period outstanding amounts. 











3) As a percentage of total world goods and Services exports. 










Table 12 Indicators of Integration with the 

euro 

area 








(as a percentage of the total, unless otherwise stated) 

1 2004 1 

2005 1 

2006 1 

2007 1 

2008 1 

2009 1 

2010 1 

2011 1 

2012 1 

2013 

External trade with the euro area 

Exports of goods 

71.6 

68.7 

67.7 

66.4 

66.1 

67.4 

66.5 

65.8 

63.7 

63.0 

Imports of goods 

Investment position with the euro area 

68.2 

68.3 

66.4 

65.6 

62.6 

63.7 

60.6 

60.1 

60.2 

60.5 

Inward direct investment') 

81.8 

82.6 

82.8 

81.7 

84.2 

83.0 

82.3 

81.0 

81.9 

81.9 

Outward direct investment') 

58.5 

59.3 

67.2 

70.6 

78.3 

74.6 

79.1 

78.3 

82.1 

82.1 

Portfolio investment liabilities') 

53.2 

59.3 

51.2 

52.9 

61.5 

57.1 

54.7 

55.1 

59.2 


Portfolio investment assets') 

69.5 

69.9 

68.0 

72.1 

70.8 

69.2 

67.8 

69.8 

72.0 


Memo items: 

External trade with the EU 











Exports of goods 

87.7 

86.1 

86.2 

85.8 

85.4 

85.2 

84.3 

83.4 

81.3 

81.1 

Imports of goods 

80.2 

81.5 

80.6 

80.2 

77.0 

78.1 

75.0 

74.7 

75.4 

76.6 


Sources: ESCB, European Commission (Eurostat) and IMF. 
1) End-of-period outstanding amounts. 
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4 LONG-TERM INTEREST RATE DEVELOPMENTS 


Table 13 Long-term Interest rates (LTIRs) 


(pereentages; average of observations through period) 

I Jan. 

Feb. 

I 

Mar. 

2014 

Apr. 1 

May 2013 
to Apr. 2014 

Long-term interest rate 

2.4 

2.3 

2.2 

2.0 

2.2 

Reference value^) 

- 

- 

- 

- 

6.2 

Euro area^) 

2.8 

2.6 

2.5 

2.4 

2.9 

Euro area (AAÄ)^) 

2.0 

1.8 

1.8 

1.7 

1.9 


Sources: ECB and European Commission (Eurostat). 

1) The basis of the ealeulation for the period May 20 13 -April 2014 is the unweighted arithmetie average of the interest rate levels 
in Ireland, Latvia and Portugal plus 2 percentage points. 

2) The euro area average is included for information only. 

3) The euro area AAA par yield eurve for the ten-year residual maturity is ineluded for information only. 


Chart 6 Long-term Interest rate (LTIR) 

(a) Long-term Interest rate (LTIR) I (b) LTIR and HICP Inflation differentials vis-ä-vis the euro area 

(monthly averages in pereentages) H (monthly averages in percentage points) 


long-term interest rate 


long-term interest rate differential 
HICP Inflation differential 



2004 2006 2008 2010 2012 



2004 2006 2008 2010 2012 


Sources: ECB and European Commission (Eurostat). 


Table 14 Selected Indicators of financial development and Integration 


(as a percentage of GDP, unless otherwise stated) 


2004 


2005 


2006 


2007 


2008 


2009 


2010 


2011 


2012 


2013 


Memo item: 


euro area 


2013 


Debt securities issued by corporations^) 

20.2 

17.8 

17.3 

18.9 

16.6 

22.6 

22.5 

24.1 

27.8 

33.1 

95.3 

Stock market capitalisatiotf) 

22.5 

28.9 

28.5 

34.8 

21.6 

23.2 

21.5 

19.9 

18.6 

15.6 

58.1 

MFI credit to non-govemment residents^) 

29.9 

33.9 

38.5 

44.9 

49.3 

50.8 

51.9 

54.3 

55.5 

57.0 

125.0 

Claims of euro area MFIs on resident MFIs"*) 

6.0 

5.6 

5.1 

6.3 

6.8 

6.2 

6.9 

6.6 

4.9 

7.2 

7.0 

Private sector credit flow^) 

6.1 

4.6 

8.9 

9.7 

8.8 

0.8 

2.2 

2.7 

0.6 


-0.4 

Private sector debt®) 

49.5 

50.8 

55.9 

60.7 

66.4 

68.8 

70.2 

71.9 

72.4 


164.5 

Financial sector liabilities^) 

5.8 

11.3 

3.6 

15.5 

6.6 

2.1 

2.8 

4.4 

5.4 


-2.5 


Sources: ESCB, European Commission (Eurostat), Federation of European Securities Exchanges, OMX and national stock exchanges. 

1) Outstanding amount of debt securities issued by resident non- financial corporations, MFIs and other financial corporations. 

2) Outstanding amounts of quoted shares issued by residents at the end of the period at market values. 

3) MFI (excluding NCB) credit to domestic non-MFI residents other than the general govemment. Credit includes outstanding amounts 
of loans and debt securities. 

4) Outstanding amount of deposits and debt securities issued by domestic MFIs (excluding the NCB) held by euro area MFIs as a 
percentage of total liabilities of domestic MFIs (excluding the NCB). Total liabilities exclude Capital and reserves and remaining 
liabilities. 

5) Transactions in securities other than shares issued and loans taken out by institutional sectors: non- financial corporations, households 
and non-profit institutions serving households. 

6) Outstanding amounts of securities other than shares issued and loans taken out by institutional sectors: non-financial corporations, 
households and non-profit institutions serving households. 

7) Sum of all liabilities of the total financial sector. The indicator is expressed as a year-on-year percentage change. 
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5.3 CROATIA'' 

5.3.1 PRICE DEVELOPMENTS 

Over the reference period from May 2013 to April 2014, the 12-montli average rate of 
HICP inflation in Croatia was 1.1%, i.e. well below the reference value of 1.7% for the 
criterion on price stability (see Table 1). On the basis of the most recent information, the 
12-month average rate of HICP inflation is expected to decrease in the coming months. 

Looking back over a longer period, consumer price inflation in Croatia fluctuated between 
annual averages of 1.1% and 5.8% over the past ten years. Having hovered around 2-3% 
during the period 2004-07, inflation exceeded 5% in 2008, before returning to more 
moderate levels (see Chart 1). The pick-up in inflation was partly attributable to a surge in 
food, energy and administered prices. In addition, during the period 2004-08 there was a 
build-up of domestic demand pressures driven by strong credit growth, which was 
supported, inter alia, by ample Capital inflows. At the same time, robust wage growth was 
eroding competitiveness. These macroeconomic developments proved to be unsustainable, 
and the global financial crisis pushed Croatia’ s economy into a lasting recession in 2009. 
Consequently, the annual rate of HICP inflation decelerated, bottoming out at 1.1% in 
2010. Thereafter it gradually picked up again, to stand at 3.4% in 2012, owing to increases 
in food, energy and administered prices, as well as to hikes in the value added tax (VAT) 
rate and excise duties, before slowing to 2.3% in 2013 as the effects of these increases 
faded. 


These inflation developments took place against the background of a number of important 
policy choices, most notably the Orientation of monetary policy towards the achievement 
of price stability, which is the primary objective of monetary policy as enshrined in the 
central bank law. Hrvatska narodna banka aims to achieve price stability through a tightly 
managed floating exchange rate regime vis-ä-vis the euro. During the period 2004-06 
fiscal consolidation measures were implemented with the Support of a precautionary 
standby arrangement with the IMF. Thereafter, however, there was a loosening of fiscal 
policy, except in 2012 and to a lesser extent in 2013, when a number of consolidation 
measures were initiated. At the same time, during the period 2004-08, Croatia’ s monetary 
policy was constrained by the tightly managed floating exchange rate regime, and the 
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Overall policy stance (including fiscal policy) was not tight enough to counter the build-up 
of macroeconomic imbalances. Owing to the increasing financial vulnerabilities and 
macroeconomic imbalances prior to the economic downturn, Hrvatska narodna banka 
introduced a series of administrative and prudential measures to curb credit growth funded 
by banks’ borrowing abroad. However, several of these measures were later abolished or 
loosened as part of counter-cyclical policies. In addition, the government introduced a 
number of growth-enhancing credit schemes, but credit growth to the private sector 
remained fairly weak. 

Inflation dynamics over the past ten years should be viewed against a background of solid 
economic growth during 2004-08 and a recession during 2009-13 (see Table 2). In 2006 
and 2007 real GDP expanded at an annual rate of around 5%, largely on account of strong 
domestic demand, which resulted in a considerable worsening of domestic and external 
imbalances. Rapid credit growth partly fuelled by cross-border lending by foreign parent 
banks led to a significant accumulation of private sector debt and a boom in domestic 
demand fuelled by a surge in trade deficits. In the second half of 2008 macroeconomic 
conditions started to weaken, reflecting a collapse in domestic demand, the unwinding of 
the credit and housing bubble and the significant deterioration in the external 
environment, while over the following five years there was a cumulative decline of 12% 
in GDP. Labour market conditions broadly reflected these developments. Between 2004 
and 2008 unemployment gradually declined to a historical low, while wage growth kept 
exceeding labour productivity growth, which led to a noticeable pick-up in unit labour 
cost growth. After the onset of the crisis, however, the unemployment rate rose sharply 
again, from 8.4% in 2008 to 17.2% in 2013, mainly owing to lay-offs in the private sector. 
Growth in compensation per employee moderated temporarily in 2009, to stand at 1.0%, 
and then started to pick up again in 2010, to reach 3.2% in 2012, and subsequently slowed 
down to 1.9% in 2013, reflecting, inter alia, a moderate wage cut in the public sector. 
Consequently, in combination with muted labour productivity gains - notwithstanding 
labour shedding - unit labour costs grew by 1.9% in 2013. These developments reflect, 
inter alia, rigidities in the labour market and wage-setting mechanisms. After stabilising in 
2012, house prices feil sharply in 2013. The cumulative decline from their peak in 2008 
amounts to 32%. Import prices were rather volatile during the period under review, mainly 
reflecting developments in commodity prices and some volatility in the effective exchange 
rate. The general pattem of Inflation developments in Croatia was reflected in other 
relevant indices, such as the HICP excluding unprocessed food and energy. 
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Looking at recent developments, the annual rate of HICP inflation moved temporarily into 
slightly negative territory in early 2014, to stand at -0.1% in April (see Table 3a). This 
marked decline is attributable to lower food and energy prices (which together represent 
47% of Croatia’s HICP basket of goods and Services), a reduction in electricity prices in 
October 2013 and the absence of demand-side pressures. Accordingly, HICP inflation 
excluding unprocessed food and energy also declined sharply. Hrvatska narodna banka 
estimates that changes in administered prices - which represent 26% of the HICP basket 
of goods and Services - added around 0.6 percentage point to inflation in 2013. The 
current inflation picture needs to be viewed against the background of large 
macroeconomic imbalances and vulnerabilities. The contraction in real GDP deepened in 
the fourth quarter of 2013, resulting in an average decline of -1.0% in GDP for the year as 
a whole. The unemployment rate, a large part of which is structural, amounted to 17.3% at 
the end of 2013. This high figure is associated, inter alia, with the sizeable informal 
economy. 

The latest available forecasts from major international institutions project inflation to 
increase gradually in 2014-15, and to ränge from 0.5% to 1.1% and from 1.1% to 2.2% 
respectively, from currently negative levels (see Table 3b). Inflationary pressures are 
expected to be contained given the environment of weak economic growth. Risks to the 
inflation outlook for Croatia are broadly balanced. In particular, on the upside the risks 
relate to developments in commodity and administered prices, while on the downside they 
relate to the strength of the economic recovery. Developments in global commodity prices 
for food and energy tend to have a relatively large impact on consumer prices in Croatia. 

Looking further ahead, maintaining low inflation rates on a sustainable basis in Croatia 
may be challenging in the medium term, given monetary policy’s limited room for 
manoeuvre under the tightly managed floating exchange rate regime and the high level of 
euroisation. The catching-up process is likely to have a bearing on inflation and/or the 
nominal exchange rate over the coming years, given that GDP per capita and price levels 
are still lower in Croatia than in the euro area (see Table 2). However, it is difficult to 
assess the exact magnitude of the effect resulting from this catching-up process. Once the 
economy gains momentum and the income convergence progresses, price level 
convergence is likely to continue. This, in turn, would manifest itself in terms of higher 
domestic inflation, given the tightly managed floating exchange rate regime. Overall, in 
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the context of the process of economic convergence, it cannot be ruled out that significant 
demand pressures may emerge again, although the ongoing deleveraging process reduces 
this risk for the near future. Given the tightly managed floating exchange rate regime and 
the limitations of alternative counter-cyclical policy instruments, it may be difficult to 
prevent another build-up of macroeconomic imbalances. 

Overall, although the 12-month average rate of HICP Inflation in Croatia is currently well 
below the reference value, there are concerns regarding the sustainability of Inflation 
convergence. 

Achieving an environment conducive to sustainable convergence in Croatia requires, 
among other things, a stability-oriented monetary policy and all-encompassing structural 
reforms. With regard to macroeconomic imbalances, the European Commission selected 
Croatia for an in-depth review in its Alert Mechanism Report 2014 in order to investigate 
the nature of and potential risks related to Croatia’ s external position, trade performance 
and competitiveness, and internal developments. It concluded that “Croatia is 
experiencing excessive macroeconomic imbalances, which require specific monitoring 
and strong policy action.” 

Given monetary policy’ s limited room for manoeuvre owing to the tightly managed 
floating exchange rate regime and the high level of euroisation, it is imperative that other 
policy areas provide the economy with the wherewithal to cope with country-specific 
shocks in order to ensure the correction of macroeconomic imbalances and to prevent their 
recurrence in the future. More specifically, progress in the areas below will help to 
achieve an environment that is conducive to sustainable price stability and promote 
competitiveness and employment growth. 

Wide-ranging structural reforms to help economic reorientation from the non-tradable 
sector to the tradable sector are needed. A rigorous labour market reform is needed to 
improve the competitiveness of the economy. It is essential to increase labour flexibility, 
but at the same time it is important to avoid the creation of a dual labour market. Measures 
should be taken to enhance the quantity and quality of the labour supply and reduce 
sectoral, skill and educational mismatches. This is particularly important in terms of 
tackling the high levels of structural and youth unemployment, as well as the very low 
labour participation rate. Social benefits should be reviewed in order to boost incentives to 
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work and, in turn, increase the participation rate, as should labour costs in view of the high 
levels they have reached. 

Achieving sufficient flexibility in nominal and real wages is necessary to ensure that the 
competitiveness of Croatia’s economy is restored over the medium term, in particular 
given the tightly managed floating exchange rate regime. Wage increases should reflect 
labour productivity growth, labour market conditions and developments in competitor 
countries. With regard to product markets, efforts should be made to complete the 
liberalisation of regulated sectors (network Industries and closed professions). The quality 
of the business and institutional environment should be improved, inter alia, to help attract 
foreign direct investment, which could strengthen the competitive position of the tradable 
sector. Modernising the country’s infrastructure would boost potential output and Support 
a more efficient allocation of resources. Ensuring an efficient absorption capacity of EU 
funds could also help attain that goal. 

Financial sector policies should be geared towards the continued safeguarding of financial 
stability and ensure that the financial sector makes a sound contribution to economic 
growth. In view of the high level of private sector debt, it is important to ensure that the 
necessary conditions are in place for an orderly deleveraging process. In order to minimise 
the potential risks to financial stability associated with a high share of loans denominated 
in or indexed to a foreign currency, it is necessary for Croatia to fully implement the 
recommendation of the ESRB on lending in foreign currencies.^ Close Cooperation 
between home and host country supervisory authorities is important to ensure the effective 
implementation of these measures. Finally, financial stability could benefit from Croatia’s 
participation in the SSM, which will take up its prudential supervisory tasks in November 
2014. 
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5.3.2 FISCAL DEVELOPMENTS 

Croatia is currently subject to an EU Council decision on the existence of an excessive 
deficit, with a deadline of 2016 for correcting it. In the reference year 2013, which was the 
first year of Croatia’ s EU membership (its accession was on 1 July), the general 
government budget balance showed a deficit of 4.9% of GDP, i.e. well above the 3% 
reference value. The general government gross debt-to-GDP ratio was 67.1%, i.e. above 
the 60% reference value (see Table 4). Compared with the previous year, the budget 
balance ratio improved by 0.1 percentage point, while the public debt ratio increased 
strongly by 11.2 percentage points. This was brought about by unfavourable 
macroeconomic conditions and an only slightly restrictive fiscal stance. In 2014 the deficit 
ratio is forecast by the European Commission to decline to 3.8%, whereas the government 
debt ratio is projected to increase slightly to 69.0%. With regard to other fiscal factors, the 
deficit ratio exceeded the ratio of public investment to GDP in 2013 and is expected to 
continue to do so in 2014. 

Looking at developments in Croatia’ s budgetary position over recent years, starting from a 
value of 1.9% in 2008, the deficit-to-GDP ratio rose sharply, reaching 6.4% in 2010 and 
7.8% in 2011. This trend bas been reversed only slightly since 2012 (see Table 5 and 
Chart 2a). As the deficit-to-GDP ratio rose above the 3% of GDP reference value in 2013, 
the first year of Croatia’ s EU membership, the ECOFIN Council decided on 21 January 
2014 that an excessive deficit Situation existed in Croatia and set 2016 as the deadline for 
correcting it. 

As shown in greater detail in Chart 2b, European Commission estimates indicate that 
particularly in 2009, when the financial and economic crisis affected public fmances 
severely, cyclical factors had a strongly negative impact on the budget balance. Non- 
cyclical factors contributed Overall to an increase in the budget deficit over the period 
2009-11, suggesting that fiscal policy was expansionary. The largest adverse contribution 
from non-cyclical factors occurred in 201 1 owing to the fact that government expenditure 
was slow to adjust to the rapidly weakening macroeconomic environment and owing to 
the assumption of shipyards’ debt. This trend was reversed in 2012, when the Croatian 
government initiated consolidation measures which contributed to an improvement of the 
structural balance. These measures affected the revenue (the Standard VAT rate increased 
by 2 percentage points and tax collection improved) and expenditure (restraint on 
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subsidies, goods and Services expenditure and compensation of employees) sides. Some 
additional consolidation measures were implemented in 2013 (such as public sector wage 
cuts and increases in indirect taxes). However, their impact was partly offset by other 
factors, mainly on the expenditure side, such as contributions to the EU budget and 
increased interest payments. The contribution from non-cyclical factors to the change in 
the general government balance was therefore only slightly positive. 

Turning to developments in general government gross debt, between 2004 and 2013 the 
debt-to-GDP ratio increased cumulatively by 28.9 percentage points; over the 2008-11 
period, it rose by 22.0 percentage points (see Chart 3a and Table 6). As shown in greater 
detail in Chart 3b, among the factors underlying the annual change in the debt ratio, the 
primary budget balance has had a debt-increasing impact in every year since 2009, 
reaching a peak in 201 1. The growth-interest rate differential has continuously contributed 
to the increase in the debt ratio since 2009. The deficit-debt adjustment made a small 
contribution to the increase in the debt ratio in 2010 and had a small dampening effect in 
2012. In 2013 the general government debt-to-GDP ratio increased strongly by 11.2 
percentage points, mainly owing to deficit-debt adjustments, while the adverse growth- 
interest rate differential and the primary deficit also contributed notably to the 
deterioration. 

As regards Croatia’s general government debt structure, the share of government debt 
with a short-term maturity has been relatively stable. It fluctuated between 11.9% and 
13.6% between 2004 and 2007, before increasing to 17.3% in 2009. The share of short- 
term debt then began to decline, albeit remaining at a noticeable level (12.0% in 2013) 
(see Table 6). Taking into account the level of the debt ratio, fiscal balances are relatively 
insensitive to changes in interest rates. The Croatian government has contingent liabilities 
- not reflected in gross government debt - resulting from public guarantees for the debt of 
state-owned enterprises. At the same time, there are no contingent liabilities caused by 
government interventions in the financial sector (see Section 5.9). The proportion of 
government debt denominated in foreign currency was high in 2013 (74.5%). Given the 
Overall debt level, with 69.9% of government debt denominated in euro, fiscal balances 
are relatively insensitive to changes in exchange rates other than the EUR/HRK exchange 
rate. 
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Moving on to examine trends in other fiscal indicators, Chart 4 and Table 5 show that the 
general government total expenditure-to-GDP ratio increased Overall from 43.4% in 2008 
to 45.9% in 2013, having peaked at 48.1% of GDP in 2011. It declined in 2012, mainly as 
a result of the reduction in Capital expenditure, which in 2012 and 2013 feil to levels well 
below those of the years before. The slight increase in the expenditure-to-GDP ratio to 
45.9% in 2013 was mainly due to an increase in other current expenditure. The share of 
compensation of employees in GDP decreased slightly in 2012 and 2013, but remained 
close to the 2009-11 levels. Social benefits other than in kind increased as a ratio to GDP 
until 2011 and declined in 2012 and 2013. Total government revenue as a share of GDP 
decreased from 41.5% of GDP in 2008 to 40.3% of GDP in 2011, before starting to 
increase again, reaching 41.0% of GDP in 2013. 

Looking ahead, Croatia’s medium-term fiscal policy strategy, as presented in the 
Convergence Programme 2014-2017 (published in April 2014), indicates the commitment 
of the government to bring the deficit to below the reference value in 2016; it envisages a 
deficit ratio of 4.4% in 2014, with a further decline to 3.5% in 2015 and 2.7% in 2016. 
This decline would partly be supported by cyclical factors; while the structural deficit is 
projected to worsen to 4.1% in 2014, it is expected to improve to 3.3% in 2015 and 2.1% 
in 2016. Whereas no medium-term objective was specified in the Convergence 
Programme, the structural deficit is projected to remain significantly above the minimum 
medium-term objective of 1.0% of GDP (specified in line with the Stability and Growth 
Pact) in the entire period from 2014 to 2016. 

With regard to the fiscal prospects for Croatia, which with 67.1% of GDP in 2013 has a 
public debt ratio above 60% of GDP, Chart 5 presents calculations of potential future debt 
ratios using alternative assumptions for the fiscal balance. Assuming that Croatia achieves 
the Overall fiscal position and public debt ratio projected by the European Commission for 
2014, a balanced budget from 2015 onwards would reduce public debt to below 60% of 
GDP by 2022. However, a constant primary balance ratio at its projected 2014 level of 
-0.4% of GDP would not reduce public debt to below 60% of GDP. At the same time, 
maintaining the Overall deficit ratio at its projected 2014 level of 3.8% of GDP would also 
result in a further increase in the debt ratio (reaching 92.3% in 2024). These calculations 
are based on the assumption of a constant nominal rate of interest of 5.4% beyond 2014.^ 
The nominal GDP growth rate for 2014 and 2015 is as projected by the European 

^ This assumption reflects past trends in the cost of outstanding public debt. 
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Commission in its spring 2014 forecast. It is then forecast to remain at the 2015 level. 
Deficit-debt adjustments are not taken into account in the projections. While these 
calculations are purely illustrative and can by no means be regarded as forecasts, the 
indication that maintaining the Overall deficit ratio at the 2014 level would lead to a very 
strong increase in the debt ratio highlights the urgent need for effective implementation of 
further consolidation measures. 

Croatia has so far not signed the Treaty on Stability, Coordination and Governance in the 
Economic and Monetary Union (TSCG). 

As regards fiscal governance, Croatia has a multi-annual budgetary framework in the form 
of a three-year timescale for general government budget planning (set out in the Budget 
Act of 2009). The fiscal framework was reformed in 2010 when the Fiscal Responsibility 
Law - which introduced fiscal rules - was brought in, and in 201 1 when the Fiscal Policy 
Committee - a fiscal council - was established. These rules were modified in December 

2013 by amendments to the Fiscal Responsibility Act. Specifically, the independence of 
the Fiscal Policy Committee was increased. The 2013 reform responded to the 
requirements of EU Directive 2011/85 on requirements for the budgetary frameworks of 
Member States. 

Moving to factors that will have an impact on Croatia’ s public fmances over the long 
term, a relatively steep ageing of the population is expected, as highlighted in Table 8. 
Projections of the development of age-related government expenditures by the European 
Commission and the EU’s Economic Policy Committee are not available. 

Turning to fiscal challenges, Croatia must ensure progress with fiscal consolidation in 

2014 and beyond, in line with the requirements of the corrective arm of the Stability and 
Growth Pact, to ensure that the excessive deficit is corrected by the 2016 deadline. 
Immediate and decisive action is required, given that the adjustment path already foresees 
consolidation measures for 2014 amounting to 2.3% of GDP. In addition, policy action is 
required to comply with further European Commission recommendations, such as to carry 
out an expenditure review and improve tax compliance and the efficiency of tax 
administration, as well as the institutional framework of public fmances. Since Croatia has 
not yet signed the TSCG, it is important that its domestic fiscal framework is strengthened 
sufficiently. Over the longer run, the risks to medium-term fiscal sustainability suggest 
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that structural fiscal reforms are warranted that focus on avoiding pro-cyclical fiscal 
policies, as well as improving the sustainability of the pension System, tax administration 
and compliance, including further measures to reduce the size of the grey economy, the 
fiscal responsibility of municipalities and the Overall quality of economic governance. 
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5.3.3 EXCHANGE RATE DEVELOPMENTS 

In the period from 1 July 2013, when Croatia acceded to the European Union, to 15 May 
2014, the Croatian kuna did not participate in ERM II, but traded under a flexible 
exchange rate regime involving a tightly managed floating of the currency’ s exchange rate 
(see Table 9a). Over the two-year reference period the exchange rate of the kuna was 
broadly stable, and the currency traded dose to its May 2012 average exchange rate 
against the euro, which is used as a benchmark for illustrative purposes in the absence of 
an ERM II central rate. On 15 May 2014 the exchange rate stood at 7.591 kuna per euro, 
i.e. 0.7% weaker than its average level in May 2012. Over the reference period the 
maximum upward deviation from this benchmark was 2.0%, while the maximum 
downward deviation amounted to 1.7% (see Chart 6 and Table 9a). 

Over the reference period the exchange rate of the Croatian kuna against the euro showed 
a low degree of volatility, as measured by annualised Standard deviations in daily 
percentage changes. This reflected the strategy of Hrvatska narodna banka to limit 
exchange rate fluctuations by means of occasional market interventions. At the same time 
short-term interest rate differentials against the three-month EURIBOR stood, on average, 
at a relatively high level (see Table 9b). 

In a longer-term context, in April 2014 both the real effective exchange rate and the real 
bilateral exchange rate of the Croatian kuna against the euro stood dose to the 
corresponding ten-year historical averages (see Table 10). However, these indicators 
should be interpreted with caution, as during this period Croatia was subject to a process 
of economic convergence, which complicates any historical assessment of real exchange 
rate developments. 

As regards other extemal developments, Croatia’ s current and Capital account has adjusted 
substantially in recent years. After a progressive increase in the external deficit from 4.2% 
of GDP in 2004 to 8.7% of GDP in 2008, the combined current and Capital account 
steadily improved and turned into a slight surplus of 0.1% of GDP in 2012 and a surplus 
of 1.2% of GDP in 2013 (see Table 11). The improvement in the current and Capital 
account balance primarily reflected a sharp decline in the goods deficit, largely driven by 
the contraction in domestic demand. The external deficit has been mainly fmanced by net 
inflows in foreign direct and other investment. The substantial adjustment in Croatia’ s 
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balance of payments was associated with a significant contraction of these Capital inflows, 
and the balance on other Investment turned into deficit. Gross extemal debt increased 
substantially from 71.0% of GDP in 2004 to 102.5% in 2012 and 105.7% in 2013. At the 
same time the country’s net international Investment position, which had deteriorated 
substantially from -47.7% of GDP in 2004 to -95.9% in 2010, improved to reach -89.5% 
in 2012 and -88.4% in 2013. However, the country’s net foreign liabilities are still very 
high. Fiscal and structural policies therefore continue to be important for supporting 
external sustainability and the competitiveness of the economy. 

Croatia is a small open economy, and the ratio of its foreign trade in goods and Services to 
GDP increased from 42.9% in 2004 to 43.1% in 2013 for exports, while it decreased from 
48.8% of GDP in 2004 to 41.9% in 2013 for Imports. Over the same period Croatia’s 
share in world exports declined from 0.16% to 0.1 1%. 

Concerning measures of economic integration with the euro area, in 2013 exports of goods 
to the euro area constituted 50.6% of total goods exports, whereas the corresponding 
figure for Imports amounted to 52.0%. The share of euro area countries in Croatia’s 
inward direct investment stood at 71.6% in 2013, and their share in its portfolio 
investment liabilities was 59.9% in 2012. The share of Croatia’s assets invested in the 
euro area amounted to 19.3% in the case of direct investment in 2013 and 62.9% for 
portfolio investment in 2012 (see Table 12). 
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5.3.4 LONG-TERM INTEREST RATE DEVELOPMENTS 

Long-term interest rates in Croatia were 4.8% on average over the reference period from 
May 2013 to April 2014 and were thus below the 6.2% reference value for the interest rate 
convergence criterion (see Table 13). 

Between late 2005, when the data on long-term interest rates became available, ^ and early 
2007, long-term interest rates in Croatia fluctuated between 4% and 5%. From mid-2007, 
they embarked on an upward trend in an environment of accumulating domestic and 
external imbalances. With the onset of the financial crisis, long-term interest rates in 
Croatia escalated to above 8% in early 2009, before recovering and decreasing to around 
6% towards the end of that year. Between early 2010 and early 2011, long-term interest 
rates remained rather stable, in a ränge of around 6% to 6.5%. In the second half of 2011, 
they increased to above 7.5%, reflecting broader financial market tensions. From early 
2012, long-term interest rates in Croatia declined markedly, to fall below 5% in the second 
half of the year. Since late 2012, they have increased somewhat, reflecting a worsening 
credit Outlook in view of a worsening budgetary position. Düring this time, Croatian long- 
term Sovereign debt has been downgraded by all three major rating agencies to below the 
Investment grade. At the end of the reference period long-term interest rates in Croatia 
stood at 4.4%. 

The differential between long-term interest rates in Croatia and the euro area average 
fluctuated between 0 and 1 percentage point in 2006 and 2007. Subsequently, it increased 
markedly, reflecting domestic and external imbalances. In mid-2009, the long-term 
interest rate differential with the euro area average exceeded 4 percentage points, but 
dropped towards 2 percentage points in early 2010. In the period 2010-12, the differential 
fluctuated in a ränge of 2 to 3 percentage points, exhibiting upward pressure in the second 
half of 2011, which reflected broader financial market tensions. In the second half of 

2012, the differential declined to below 2 percentage points, increasing again in early 

2013, reflecting a worsening budgetary position. The differential stood at 2.0 percentage 
points (and 2.7 percentage points with respect to the AAA euro area yield) at the end of 
the reference period. 


^ The assessment of long-term interest rates requires caution as the bonds’ maturities over some 
periods were much shorter than ten years. 
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As regards financial Integration and development, Croatian Capital markets are smaller 


and less developed than the euro area (see Table 14). Croatia’s financial sector is heavily 


bank-based, with credit to non-government residents amounting to 76.1% of GDP at the 
end of 2013. The majority of loans to the private sector are denominated in or indexed to 
foreign currencies. Market-based credit to the corporate sector, as measured by the value 
of outstanding fixed-income securities issued by corporations, was 7.4% of GDP at the 
end of 2013. Stock market capitalisation stood at 39.6% of GDP in 2013, relatively high in 
comparison with other central European stock markets. The international Claims of euro 
area banks in Croatia, defmed as the share in total liabilities of loans from euro area banks 
to banks in the country, amounted to 15.3% in 2013. 
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Croatia 


I PRICE DEVELOPMENTS 


Table I HICP Inflation 


(annual percentage changes) 

Jan. 

Feb. 

2014 

Mar. 

Apr. 1 

May 2013 
to Apr. 2014 

HICP Inflation 

0.4 

-0.2 

-0.1 

-0.1 

1.0 

Reference value‘^ 





1.7 

Euro area^^ 

0.8 

0.7 

0.5 

0.7 

1.0 


Source: European Commission (Eurostat). 

1) The basis of the calculation for the period May 20 13 -April 2014 is the unweighted arithmetic average of 
the annual percentage changes in the HICP for Latvia, Portugal and Ireland plus 1.5 pereentage points. 

2) The euro area is included for information only. 


Chart I Price developments 
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Table 2 Measures of Inflation and related indkators 


(annual pereentage changes, unless otherwise stated) 



1 2004 1 

2005 1 

2006 

2007 

2008 1 

2009 1 

2010 1 

2011 1 

2012 1 

2013 

Measures of inflation 

HICP 

2.1 

3.0 

3.3 

2.7 

5.8 

2.2 

1.1 

2.2 

3.4 

2.3 

HICP excluding unprocessed food and energy 

- 

- 

3.1 

3.2 

5.2 

3.0 

0.3 

1.5 

1.5 

2.1 

HICP at constant tax ratest 

2.1 

3.0 

3.3 

2.7 

5.8 

1.9 

0.6 

2.2 

2.0 

2.1 

CPI 

2.1 

3.3 

3.2 

2.9 

6.1 

2.4 

1.0 

2.3 

3.4 

2.2 

Private eonsumption deflator 

2.1 

3.3 

3.3 

3.0 

5.6 

3.2 

1.5 

2.4 

3.5 

1.9 

GDP deflator 

3.8 

3.3 

4.0 

4.1 

5.7 

2.9 

0.8 

1.8 

1.9 

0.9 

Producer prices^) 

3.6 

2.7 

2.7 

3.5 

8.3 

-0.5 

4.3 

6.3 

7.0 

0.4 

Related indicators 

Real GDP growth 

4.1 

4.3 

4.9 

5.1 

2.1 

-6.9 

-2.3 

-0.2 

-1.9 

-1.0 

GDP per eapita in PPS^) (euro area = 100) 

53.2 

54.1 

54.8 

57.6 

59.9 

58.6 

55.4 

55.7 

56.7 


Comparative price levels (euro area = 100) 

64.6 

67.4 

71.3 

71.0 

71.8 

72.1 

72.9 

70.7 

68.5 


Output gap4) 

0.8 

1.6 

3.6 

6.4 

6.6 

-0.9 

-2.4 

-1.7 

-2.2 

-2.9 

Unemployment rate (%)5) 

13.8 

12.8 

11.4 

9.6 

8.4 

9.1 

11.8 

13.5 

15.9 

17.2 

Unit labour eosts, whole economy 

1.6 

1.9 

2.2 

4.4 

5.5 

6.6 

-1.1 

-0.3 

1.1 

1.9 

Compensation per employee, whole economy 

4.2 

5.5 

3.3 

8.2 

4.4 

1.0 

1.9 

1.9 

3.2 

1.9 

Labour productivity, whole economy 

2.6 

3.5 

1.0 

3.6 

-1.0 

-5.2 

3.0 

2.2 

2.1 

0.0 

Imports of goods and Services deflator 

0.7 

2.3 

2.8 

3.0 

4.3 

-1.9 

1.5 

6.0 

3.1 

0.2 

Nominal effeetive exchange rate®) 

2.0 

0.6 

1.0 

0.8 

2.2 

-1.2 

-1.8 

-2.1 

-3.1 

0.6 

Money supply (M3)^) 

- 

11.5 

18.2 

18.2 

4.2 

0.4 

2.7 

1.0 

3.6 

2.0 

Lending from banks*) 

- 

18.8 

24.0 

15.0 

14.6 

0.0 

6.2 

4.4 

-3.9 

-0.1 

Stock prices (Croatian CROBEX Index) 

32.1 

27.6 

60.7 

63.2 

-67.1 

16.4 

5.3 

-17.6 

0.0 

3.1 

Residential property prices 

11.1 

11.2 

17.7 

12.0 

3.5 

-3.8 

-8.0 

-3.6 

1.0 

-16.5 


Sourees: European Commission (Eurostat), national data (HICP at constant tax rates, CPI, money supply, lending from banks and 
residential property prices) and European Commission (output gap). 

1) The differenee between the "HICP" and the "HICP at constant tax rates" shows the theoretical impaet of ehanges in indirect taxes 
(e.g. VAT and excise duties) on the Overall rate of Inflation. This impaet assumes a full and instantaneous pass-through of tax rate 
changes on the price paid by the consumer. NCB estimate based on Eurostat data, referring only to constant VAT rates. 

2) Domestie sales, total industry excluding construction. 

3) PPS Stands for purehasing power Standards. 

4) Percentage differenee of potential GDP: a positive (negative) sign indicates that actual GDP is above (below) potential GDP. 

5) The definition conforms to ILO guidelines. 

6) A positive (negative) sign indicates an appreciation (depreciation). 

7) The series includes repurchase agreements with central counterparties. 

8) Not adjusted for the dereeognition of loans from the MFI Statistical balance sheet due to their sale or securitisation. 
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Table 3 Recent Inflation trends and forecasts 

(annual pereentage changes) 






(a) Recent trends in the HICP 


2013 

2014 



1 Nov. 1 

Dec. 1 

Jan. 1 

Feb. 

Mar.| 

Apr. 

HICP 






Annual pereentage change 0.7 

0.5 

0.4 

-0.2 

-0.1 

-0.1 

Change in the average of the latest three months from the 
previous three months, annualised rate, seasonally adjusted 0. 1 

-1.7 

-1.9 

-1.3 

-1.0 

-1.1 

Change in the average of the latest six months from the 

previous six months, annualised rate, seasonally adjusted 1 . 1 

1.1 

0.8 

0.2 

-0.4 

-0.6 

Sourees: European Commission (Eurostat) and ECB ealeulations. 






(b) Inflation forecasts 

, 


2014 1 


2015 

HICP, European Commission (Spring 2014) 

CPI, OECD (May 2014)1) 



0.8 


1.2 

CPI, IMF (April 2014) 



0.5 


1.1 

CPI, Consensus Economics (April 2014) 



1.1 


2.2 


Sources: European Commission, OECD, IMF and Consensus Eeonomies. 
1) Croatia is not a member of the OECD. 


ECB 

Convergence Report 
June 2014 


157 





Deutscher Bundestag - 18. Wahlperiode 


-455- 


Drucksache 18/1730 


Croatia 


2 FISCAL DEVELOPMENTS 


Table 4 General government fiscal position 




(as a percentage of GDP) 

2012 

2013 

20141) 

General govemment surplus (+)/de fielt (-) 

-5.0 

-4.9 

-3.8 

Reference value 

-3.0 

-3.0 

-3.0 

Surplus/deficit, net of govemment investment expenditure^) 

-3.0 

-2.7 

-1.3 

General govemment gross debt 

55.9 

67.1 

69.0 

Reference value 

60.0 

60.0 

60.0 


Sources: European Commission (Eurostat, DG ECFIN) and ECB calculations. 

1) European Commission projections. 

2) A positive (negative) sign indicates that the govemment deficit is lower (higher) than government investment expenditure. 


Table 5 General government budgetary position 


(as a percentage of GDP) 



2004 

2005 

2006 

2007 

2008 

2009 

2010 

2011 

2012 1 

2013 

Total revenue 

41.4 

41.2 

41.4 

42.1 

41.5 

40.8 

40.5 

40.3 

40.8 

41.0 

Current revenue 

41.4 

41.2 

41.4 

42.0 

41.5 

40.7 

40.4 

40.0 

39.9 

40.8 

Direct taxes 

6.0 

6.2 

6.9 

7.4 

7.2 

7.2 

6.5 

6.2 

6.1 

6.3 

Indirect taxes 

18.8 

18.6 

18.6 

18.3 

18.0 

17.1 

18.0 

17.5 

18.2 

18.6 

Social Security contributions 

11.9 

11.7 

11.6 

11.7 

11.9 

12.2 

12.0 

11.7 

11.5 

11.3 

Other current revenue 

4.7 

4.6 

4.3 

4.6 

4.4 

4.2 

4.0 

4.5 

4.0 

4.6 

Capital revenue 

0.0 

0.0 

0.0 

0.1 

0.1 

0.1 

0.1 

0.3 

0.8 

0.2 

Total expenditure 

45.2 

44.0 

44.2 

44.0 

43.4 

46.2 

46.9 

48.1 

45.7 

45.9 

Current expenditure 

39.4 

38.3 

38.4 

38.4 

38.0 

41.1 

41.3 

42.1 

42.0 

42.0 

Compensation of employees 

11.3 

11.2 

10.7 

11.1 

11.2 

12.1 

12.1 

12.3 

12.1 

11.9 

Social benefits other than in kind 

13.8 

12.7 

13.4 

12.7 

12.3 

13.8 

14.0 

14.3 

14.1 

13.6 

Interest payable 

1.7 

1.7 

1.6 

1.6 

1.5 

2.0 

2.2 

2.6 

3.0 

3.1 

of which: impact of swaps and FRAsi) 

0.0 

0.0 

0.0 

0.0 

0.0 

0.0 

0.0 

0.0 

0.0 

0.0 

Other current expenditure 

12.6 

12.7 

12.7 

13.0 

13.0 

13.2 

13.0 

12.8 

12.8 

13.5 

Capital expenditure 

5.8 

5.7 

5.8 

5.6 

5.4 

5.1 

5.6 

6.0 

3.7 

3.9 

Surplus (+)/deficit (-) 

-3.8 

-2.8 

-2.8 

-1.9 

-1.9 

-5.4 

-6.4 

-7.8 

-5.0 

-4.9 

Primary balance 

-2.1 

-1.1 

-1.2 

-0.4 

-0.4 

-3.5 

-4.1 

-5.2 

-2.0 

-1.9 

Surplus/deficit, net of govemment 
investment expenditure 

0.0 

0.8 

1.1 

2.1 

1.8 

-1.7 

-3.9 

-5.6 

-3.0 

-2.7 


Sources: ESCB and European Co mm ission (Eurostat). 

Notes: Differences between totals and the sum of their components are due to rounding. Interest payable as reported under the excessive 
deficit procedure. The item "impact of swaps and FRAs" is equal to the difference between the interest (or deficit/surplus) as defined 
in the excessive deficit procedure and in the ESA 95. See Regulation (EC) No 2558/2001 of the European Parliament and of the Council of 
3 December 2001 amending Council Regulation (EC) No 2223/96 as regards the reclassification of Settlements under swap arrangements and 
under forward rate agreements (OJ L 344, 28.12.2001, p. 1). 

1) FRAs Stands for forward rate agreements. 
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Chart 2 General government surnlus (+ydeficit (-1 

(a) Levels (b) Annual change and underlying factors 

(as a percentage of GDP) (in percentage points of GDP) 


levels 



2004 2006 2008 2010 2012 



cyclical factors 
ra non-cyclical factors 
total change 



Sources: European Commission (Eurostat) and ECB calculations. 

Note: In Chart 2b a negative (positive) value indicates a contribution to an increase (reduction) in a deficit. 


Table 6 General government gross debt - structural features 



1 2004 1 

2005 1 

2006 1 

2007 

2008 1 

2009 1 

2010 1 

2011 1 

2012 

2013 

Total debt (as a percentage of GDP) 

38.2 

38.5 

35.7 

33.3 

30.0 

36.8 

45.0 

52.0 

55.9 

67.1 

Composition by currency (% of total) 

In domestic currency 

- 

- 

- 

- 

35.5 

30.2 

27.7 

27.4 

27.0 

25.5 

In foreign currencies 

- 

- 

- 

- 

64.5 

69.8 

72.3 

72.6 

73.0 

74.5 

Euro 

- 

- 

- 

- 

59.1 

61.2 

59.8 

65.7 

66.8 

69.9 

Other foreign currencies 

- 

- 

- 

- 

5.4 

8.6 

12.5 

6.9 

6.2 

4.6 

Domestic ownership (% of total) 

48.2 

55.3 

57.9 

58.4 

66.2 

64.6 

65.5 

67.6 

65.3 

63.5 

Average residual maturity (in years) 

- 

- 

- 

- 

- 

- 

- 

- 

4.4 

4.5 

Composition by maturity') (% of total) 

Short-term (up to and including one year) 

12.6 

13.6 

13.2 

11.9 

16.0 

17.3 

15.6 

13.0 

12.2 

12.0 

Medium and long-term (over one year) 

87.4 

86.4 

86.8 

88.1 

84.0 

82.7 

84.4 

87.0 

87.8 

88.0 


Sources: ESCB and European Commission (Eurostat). 

Notes: Year-end data. Differences between totals and the sum of their components are due to rounding. 

1) Original maturity. 

Chart 3 General government gross debt 



(a) Levels 


(b) Annual change and underlying factors 

(as a percentage of GDP) 


(in percentage points of GDP) 


levels 



primary balance 
growth/interest rate differential 
deficit-debt adjustment 



2004 2006 2008 2010 2012 


change in debt-to-GDP ratio 



15 

10 

5 

0 

-5 


Sources: European Commission (Eurostat) and ECB. 

Note: In Chart 3b a negative (postitive) value indicates a contribution of the respective factor to a decrease (increase) in the debt ratio. 
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Chart 4 General government expenditure I Chart 5 Potential future debt ratlos under 

and revenue(asa percentage of GDP) alternative assumptions for fiseal balanee ratios 


total expenditure 
total revenue 



2004 2006 2008 2010 2012 


CZ] constant primary balanee 
I I constant overall balanee 
balanced budget 



2014 2015 2016 2017 


80 

75 

70 

65 

60 

55 


Source: ESCB. Sources: European Commission’s European Economic Forecast, 

Spring 2014 and ECB calculations. 

Notes: The three scenarios assume that the debt ratio for 2014 is 
69.0% of GDP and that the overall balanee of -3.8% of GDP 
or the primary balanee of -0.4% of GDP for 2014 will be kept 
constant over the period considered (as a percentage of GDP), or, 
alternative ly, that a balanced budget is maintained from 2015 
onwards. The nominal GDP growth rate and implicit interest 
rate are as projected by the European Commission for 2014-15. 
Thereafter, the nominal GDP growth rate is kept constant 
at the 2015 level and the implicit interest rate at 5.4%. 
Deficit-debt adjustments are assumed to be equal to zero. 


Table 7 General government deficit-debt adjustment 


(as a percentage of GDP) 



2004 1 

2005 1 

2006 

2007 1 

2008 1 

2009 1 

2010 1 

2011 

2012 1 

2013 

Change in general government debt') 

4.6 

3.1 

0.4 

0.7 

-0.9 

5.4 

7.7 

7.6 

3.9 

11.1 

General government surplus (+)/de fielt (-) 

-3.8 

-2.8 

-2.8 

-1.9 

-1.9 

-5.4 

-6.4 

-7.8 

-5.0 

-4.9 

Deficit-debt adjustment 

0.8 

0.3 

-2.4 

-1.3 

-2.8 

0.0 

1.3 

-0.2 

-1.1 

6.2 

Net acquisitions (+)/net sales (-) of 

financial assets 

- 

- 

- 

- 

0.7 

0.6 

0.2 

-0.5 

-1.0 

5.1 

Currency and deposits 

- 

- 

- 

- 

0.7 

0.8 

0.3 

-0.7 

-0.7 

4.0 

Loans and securities other than shares 

- 

- 

- 

- 

0.1 

0.1 

-0.1 

0.0 

0.0 

0.1 

Shares and other equity 

- 

- 

- 

- 

-0.1 

0.0 

0.0 

0.0 

0.0 

0.1 

Privatisations 

- 

- 

- 

- 

0.0 

0.0 

0.0 

0.0 

0.0 

0.0 

Equity injections 

- 

- 

- 

- 

0.0 

0.0 

0.0 

0.0 

0.0 

0.0 

Other 

- 

- 

- 

- 

-0.1 

0.0 

0.0 

0.0 

0.0 

0.1 

Other financial assets 

- 

- 

- 

- 

0.0 

-0.3 

0.0 

0.2 

-0.3 

1.0 

Valuation changes of general government 

- 

- 

- 

- 

0.7 

0.1 

0.7 

0.8 

0.4 

0.8 

debt 

Foreign exchange holding gains (-)/losses (+) 

- 

- 

- 

- 

0.4 

-0.3 

0.5 

0.6 

0.0 

0.5 

Other valuation effects^) 

- 

- 

- 

- 

0.4 

0.3 

0.2 

0.2 

0.4 

0.4 

Other3) 

- 

- 

- 

- 

-4.2 

-0.6 

0.4 

-0.5 

-0.5 

0.3 


Sources: ESCB and European Co mm ission (Eurostat). 

Note: Differences between totals and the sum of their components are due to rounding. 

1) Annual change in debt in period / as a percentage of GDP in period t, i.e. [debt(t) - debt(t-l)]/GDP(t). 

2) Includes the difference between the nominal and market valuation of general government debt. 

3) Transactions in other accounts payable (government liabilities), sector reclassifications and Statistical discrepancies. This item may also 
cover certain cases of debt assumption and Settlements under swaps and forward rate agreements. 
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Table 8 Projections of the ageing-induced fiscal bürden 

(percentages) 





1 2010 1 2020 1 

2030 

2040 

2050 

2060 

Elderly dependency ratio (population aged 65 and over as a 

Proportion of the population aged 15-64) 26.7 31.7 

Age-related govemment expenditure (in pereentage points 

ofGDP)!) 

39.1 

43.7 

49.1 

52.2 


Sources: European Commission (Eurostat) and The 2012 Ageing Report: Economic and budgetary projections for the 27 EU Member States 
(2010-2060), a joint report prepared by the European Commission (DG ECFIN) and the Eeonomie Poliey Committee. 

1) The Ageing Working Group (AWG) risk seenario, strietly age-related item. 
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3 EXCHANGE RATE DEVELOPMENTS 


Table 9 (a) Exchange rate stability 


Participation in the exchange rate mechanism (ERM II) No 

Exchange rate level in May 2012 in HRK/EUR 7.53832 


Maximum upward deviation'i 2.0 

Maximum downward deviation^ -1.7 


Souree: ECB. 

1) Maximum pereentage deviations of the bilateral exehange rate against the euro from its average level in May 2012 over the period 
16 May 2012-15 May 2014, based on daily data at business frequeney. An upward (downward) deviation implies that the 
eurrency was stronger (weaker) than its exchange rate level in May 2012. 


Table 9 (b) Key indicators of exchange rate pressure for the Croatian kuna 


(average of three-month period ending in speeified month) 

2012 2013 2014 



June| 

Sep,| 

Dec. 

Mar, 

June| 

Sep.| 

Dec. 

Mar. 

Exchange rate volatility') 

2.1 

2.2 

2.0 

1.0 

1.3 

1.7 

1.1 

1.0 

Short-term interest rate differentiaP) 

2.2 

3.1 

2.0 

1.1 

1.1 

1.8 

1.1 

0.6 


Sources: National data and ECB ealeulations. 

1) Annualised monthly Standard deviation (as a pereentage) of daily pereentage ehanges in the exehange rate against the euro. 

2) Differential (in pereentage points) between three-month interbank interest rates and the three-month EURIBOR. 


Chart 6 Croatian kuna: nominal exchange rate development against the euro 


(a) Exchange rate over the reference period (daily data; H (b) Exchange rate over the last ten years (monthly data; 
average of May 20 1 2 =1 00; 1 6 May 20 1 2- 1 5 May 2014) ■ average of May 20 1 2 =1 00; May 2004-May 20 1 4) 




2004 2006 2008 2010 2012 


Souree: ECB. 

Note: An upward (downward) movement of the line indieates an appreeiation (depreeiation) of the Croatian kuna. 
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Table 10 Croatian kuna: real exchange rate developments 

(monthly data; percentage deviation in April 2014 from the ten-year average ealeulated for the period May 2004-April 2014) 








1 



Apr. 2014 

Real bilateral exchange rate against the euroo 

Memo items: 










-0.3 

Nominal effective exchange rate^) 










-3.1 

Real effective exchange rate 0 . 2 ) 










-1.4 

Source: ECB. 











Note: A positive (negative) sign indicates an appreciation (depreciation). 









1) Based on HICP and CPI developments. 











2) Effective exchange rate against the euro, the currencies 

of the non-euro area EU Member States and those of ten other major trading 

Partners. 











Table 1 1 External developments 

(as a percentage of GDP, unless otherwise stated) 

2004 

2005 

2006 

2007 

2008 

2009 

2010 

2011 1 

2012 1 

2013 

Balance of payments 

Current account and Capital account balance') 

-4.2 

-5.1 

-6.9 

-7.1 

-8.7 

-4.8 

-0.8 

-0.8 

0.1 

1.2 

Current account balance 

-4.3 

-5.3 

-6.6 

-7.2 

-8.8 

-4.9 

-0.9 

-0.8 

0.0 

1.2 

Goods balance 

-20.4 

-20.8 

-21.1 

-21.8 

-22.8 

-16.6 

-13.5 

-14.4 

-13.8 

-14.4 

Services balance 

14.4 

14.9 

14.6 

14.8 

15.1 

13.4 

13.7 

14.7 

14.8 

15.6 

Income balance 

-2.0 

-2.6 

-2.9 

-2.5 

-3.3 

-4.0 

-3.5 

-3.6 

-3.5 

-2.6 

Current transfers balance 

3.6 

3.3 

2.8 

2.4 

2.3 

2.3 

2.4 

2.5 

2.6 

2.5 

Capital account balance 

0.1 

0.1 

-0.3 

0.1 

0.0 

0.1 

0.1 

0.0 

0.1 

0.1 

Combined direct and portfolio investment balance^) 

2.6 

0.1 

5.9 

8.7 

5.1 

4.3 

1.9 

3.8 

6.6 

5.6 

Direct investment balance 

1.8 

3.4 

6.4 

7.9 

6.7 

3.4 

0.9 

2.3 

2.6 

1.2 

Portfolio investment balance 

0.8 

-3.3 

-0.6 

0.8 

-1.7 

0.9 

1.0 

1.5 

3.9 

4.4 

Other investment balance 

5.0 

10.5 

8.1 

3.1 

6.3 

5.3 

1.7 

0.3 

-5.5 

-0.5 

Reserve assets 

-0.1 

-2.3 

-3.5 

-1.7 

0.7 

-2.0 

-0.1 

-0.9 

-0.1 

-4.3 

Exports of goods and Services 

42.9 

42.3 

42.8 

42.2 

41.9 

36.7 

40.1 

42.7 

43.7 

43.1 

Imports of goods and Services 

48.8 

48.3 

49.2 

49.3 

49.7 

39.9 

39.9 

42.4 

42.8 

41.9 

Net international investment position^) 

-47.7 

-56.5 

-77.0 

-92.8 

-75.3 

-87.4 

-95.9 

-92.0 

-89.5 

-88.4 

Gross external debP) 

Memo item: 

71.0 

71.7 

74.8 

77.1 

86.3 

100.2 

105.1 

104.6 

102.5 

105.7 

Export market shares^) 

0.16 

0.15 

0.14 

0.14 

0.15 

0.14 

0.12 

0.12 

0.11 

0.11 

Source: ECB. 











1) Differences between totals and the sum of their components are due to rounding. 








2) End-of-period outstanding amounts. 











3) As a percentage of total world goods and Services exports. 










Table 12 Indicators of Integration with the 

euro 

area 








(as a percentage of the total, unless otherwise stated) 

2004 1 

2005 1 

2006 1 

2007 1 

2008 1 

2009 1 

2010 1 

2011 1 

2012 1 

2013 

External trade with the euro area 

Exports of goods 

59.3 

56.0 

55.1 

51.4 

52.0 

52.5 

53.5 

51.9 

49.8 

50.6 

Imports of goods 

Investment position with the euro area 

58.1 

54.5 

54.2 

52.7 

51.9 

50.9 

49.0 

50.2 

50.9 

52.0 

Inward direct investment'^ 

74.4 

73.7 

80.1 

82.4 

78.1 

76.7 

74.6 

73.3 

70.7 

71.6 

Outward direct investment') 

30.8 

30.4 

25.6 

23.3 

40.5 

44.8 

13.2 

20.6 

14.5 

19.3 

Portfolio investment liabilities') 

80.7 

67.6 

69.4 

64.9 

62.9 

60.7 

50.6 

58.6 

59.9 


Portfolio investment assets') 

- 

- 

- 

- 

76.2 

76.3 

70.5 

65.3 

62.9 


Memo items: 

External trade with the EU 











Exports of goods 

65.8 

63.3 

64.3 

60.3 

61.0 

60.5 

61.1 

59.9 

58.2 

59.2 

Imports of goods 

71.0 

67.9 

67.2 

64.8 

64.1 

62.7 

60.2 

61.8 

62.5 

65.1 


Sources: ESCB, European Commission (Eurostat) and IMF. 
1) End-of-period outstanding amounts. 
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4 LONG-TERM INTEREST RATE DEVELOPMENTS 


Table I3 Long-term Interest rates (LTIRs) 


(percentages; average of observations through period) 

Jan. 

1 

Feb. 

1 

Mar. 

2014 

Apr. 1 

May 2013 
to Apr. 2014 

Long-term interest rate 

5.1 

4.8 

4.5 

4.4 

4.8 

Reference value’) 

- 

- 

- 

- 

6.2 

Euro area^^ 

2.8 

2.6 

25 

2.4 

2.9 

Euro area (AAÄf^ 

2.0 

1.8 

1.8 

1.7 

1.9 


Sources: ECB and European Commission (Eurostat). 

1) The basis of the ealeulation for the period May 2013-April 2014 is the unweighted arithmetie average of the interest rate levels 
in Ireland, Latvia and Portugal plus 2 percentage points. 

2) The euro area average is ineluded for information only. 

3) The euro area AAA par yield eurve for the ten-year residual maturity is ineluded for information only. 


Chart 7 Long-term Interest rate (LTIR) 

(a) Long-term Interest rate (LTIR) I (b) LTIR and HICP Inflation differentials vis-ä-vis the euro area 

(monthly averages in percentages) H (monthly averages in pereentage points) 


long-term interest rate 


long-term interest rate differential 
HICP Inflation differential 



2006 2008 2010 2012 



2006 2008 2010 2012 


Sourees: ECB and European Commission (Eurostat). 


Table 14 Selected Indicators of financial development and Integration 


(as a pereentage of GDP, unless otherwise stated) 



2004 

2005 

2006 

2007 

2008 

2009 

2010 

2011 

2012 

2013 

Memo item: 

euro area 

2013 

Debt seeurities issued by corporations') 

- 

- 

- 

- 

- 

- 

- 

- 

- 

7.4 

95.3 

Stock market capitalisation^) 

- 

- 

- 

- 

- 

- 

- 

- 

- 

39.6 

58.1 

MFI credit to non-govemment residents^) 

49.7 

54.3 

61.4 

64.3 

66.4 

69.0 

74.7 

80.2 

77.0 

76.1 

125.0 

Claims of euro area MFIs on resident MFIs"') 26.4 

25.9 

25.8 

20.1 

21.9 

22.3 

21.3 

21.1 

16.4 

15.3 

7.0 

Private sector credit flow^) 

9.9 

12.6 

19.0 

17.9 

17.5 

5.4 

8.1 

-0.1 

-2.1 


-0.4 

Private sector debt^) 

74.4 

81.6 

93.8 

103.7 

117.3 

128.0 

137.0 

134.8 

132.7 


164.5 

Financial sector liabilities’) 

14.6 

13.6 

29.1 

24.2 

-9.9 

5.0 

4.7 

2.0 

0.8 


-2.5 
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Sourees: ESCB, European Commission (Eurostat), Federation of European Seeurities Exehanges, OMX and national stoek exehanges. 

1) Outstanding amount of debt seeurities issued by resident non-finaneial corporations, MFIs and other finaneial corporations. 

2) Outstanding amounts of quoted shares issued by residents at the end of the period at market values. 

3) MFI (excluding NCB) eredit to domestie non-MFI residents other than the general govemment. Credit ineludes outstanding amounts 
of loans and debt seeurities. 

4) Outstanding amount of deposits and debt seeurities issued by domestie MFIs (exeluding the NCB) held by euro area MFIs as a 
pereentage of total liabilities of domestie MFIs (excluding the NCB). Total liabilities exclude Capital and reserves and remaining 
liabilities. 

5) Transactions in seeurities other than shares issued and loans taken out by institutional sectors: non-finaneial corporations, households 
and non-profit institutions serving households. 

6) Outstanding amounts of seeurities other than shares issued and loans taken out by institutional sectors: non-finaneial corporations, 
households and non-profit institutions serving households. 

7) Sum of all liabilities of the total financial sector. The indicator is expressed as a year-on-year percentage change. 
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5.4 LITHUANIA 

5.4.1 PRICE DEVELOPMENTS 

Over the reference period from May 2013 to April 2014, the 12-month average rate of 
HICP Inflation in Lithuania was 0.6%, i.e. well below the reference value of 1.7% for the 
criterion on price stability (see Table 1). On the basis of the most recent information, the 
12-month average rate of HICP Inflation is expected to remain broadly stähle in the 
Corning months before increasing slightly later on. 

Looking back over a longer period, consumer price inflation in Lithuania has been 
volatile, with 12-month average rates ranging from 1.2% to 11.1% over the past ten years 
(see Chart 1). Following Lithuania’s accession to the EU in 2004, inflation picked up from 
the subdued rates prevailing earlier in the decade and rose significantly in 2007-08. 
Unsustainable developments in domestic demand, coupled with a surge in Capital inflows, 
led to extremely strong credit growth. In addition to the hikes in global energy and food 
prices, sharp wage increases pushed up inflation and led to an erosion of price 
competitiveness. The Lithuanian economy exhibited growing signs of overheating, an 
increasingly tight labour market and rising macroeconomic imbalances. As these 
macroeconomic developments proved to be unsustainable, the Lithuanian economy 
experienced a severe contraction in 2009, before recovering again in the years that 
followed. After peaking at 11.1% in 2008, the annual rate of inflation feil sharply. This 
adjustment helped Lithuania to regain price competitiveness. In 2011-12, however, hikes 
in global food and energy prices set inflation on an upward course once again. In 2013 
inflation then declined to 1.2%, as a result of favourable global commodity prices and a 
fall in food prices and administered prices. 

Economic and monetary policy choices have played an important role in shaping inflation 
developments over the past ten years. Monetary policy is aimed towards the achievement 
of price stability, which is the primary objective of monetary policy as enshrined in the 
central bank law. In 1994 Lietuvos bankas adopted a currency board arrangement, with 
the litas being first pegged to the US dollar and then re-pegged to the euro in 2002. In 
June 2004 Lithuania joined ERM II, with its existing currency board arrangement 
remaining in place as a unilateral commitment. Düring the period 2004-08 monetary 
policy conditions in Lithuania under the currency board arrangement became too 
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expansionary for a catching-up economy, as it was faced with overheating pressures and 
had a significantly higher growth potential than the euro area. At the same time, fiscal 
policies became increasingly pro-cyclical and the Overall policy stance (including fiscal 
policy) was not tight enough to counter the build-up of macroeconomic imbalances. 
Düring the subsequent downtum significant fiscal consolidation measures were 
implemented and the fiscal governance framework was strengthened, which contributed to 
the reduction of macroeconomic imbalances and a decline in inflation. These measures, 
along with the sharp contraction in aggregate demand, also supported an internal 
adjustment which reduced previous losses in competitiveness and macroeconomic 
imbalances. Wage cuts, followed by moderate wage growth and rising labour productivity 
boosted competiveness during the adjustment period. The high level of structural 
unemployment and supply bottlenecks (in particular for skilled labour), as well as 
Lithuania’s net emigration level, a relative ly high tax wedge and relative ly costly 
dismissal procedures, are still impinging on the country’s Overall economic performance 
and pose a potential risk to price stability. 

Inflation developments over the past ten years should be viewed against the background of 
a volatile macroeconomic environment. During this period, Lithuania’s bus iness cycle has 
moved broadly in line with that of the euro area as a whole, although macroeconomic 
fluctuations have been more pronounced in Lithuania. Up to 2007 real GDP grew at a very 
robust rate, but then contracted sharply in 2009, owing to the build-up and subsequent 
correction of significant macroeconomic imbalances and vulnerabilities. In 2008 
macroeconomic conditions weakened abruptly, reflecting the collapse of domestic demand 
and the unwinding of house price and credit growth, which were reinforced by the 
significant deterioration in the external environment and the global financial crisis. 
Following a cumulative decline of around 15%, economic activity started to recover in 
2010, before picking up strongly in 2011. In 2012 and 2013 growth rates increased to 
sustainably robust rates of 3.7% and 3.3% respectively (see Table 2). After peaking at 
18% in early 2010, unemployment has fallen, but remained at a high level, Standing at 
11.8% in 2013. However, according to most estimates, this level is already dose to the 
natural rate of unemployment in Lithuania. During the period under review wages and 
employment were fairly flexible, but labour supply bottlenecks started emerging. 
Following two years of wage decline, nominal wages resumed their upward trend in 201 1. 
After falling by almost 10% in 2009, compensation per employee recovered somewhat in 
2011 as labour market conditions started to improve again. Nevertheless, it remained 
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below pre-crisis levels until 2013, when it rose by 5.9%, in part as a result of the increase 
in the minimum wage by 25% (to about €290) in two Steps between July 2012 and January 
2013. Lithuania experienced a 7.0% fall in unit labour costs in 2010 owing to a decline in 
compensation that was followed by an increase in productivity gains on the back of labour 
shedding. Developments in import prices closely mirrored those in global commodity 
prices. In 2009 they declined, thereby reinforcing the downward impact of wage costs on 
Inflation. Subsequently, they picked up sharply in 2010 and 2011, before returning to very 
low negative rates in 2013. The acceleration and subsequent decline in inflation over the 
past decade is also apparent from other relevant price indices, such as the HICP excluding 
unprocessed food and energy (see Table 2). Residential property prices increased 
somewhat in 2013, following a cumulative decline of around 41% in 2009-12. 

Looking at recent developments, the annual rate of HICP inflation remained low in early 

2014 and stood at 0.3% in April (see Table 3a). The low level of inflation in 2013 was due 
mainly to the fall in global commodity prices and the associated lower growth in 
administered prices and energy prices. From July 2013 commodity prices, in particular for 
grains, sugar and oil, feil to a level below that of one year earlier. The annual rate of 
growth in administered prices, which constitute 13% of Lithuania’s HICP basket of goods 
and Services, also turned negative in the middle of 2013, mainly owing to developments in 
prices for heating energy, as the cheaper prices for natural gas Imports were passed on to 
households. Food prices also contributed somewhat to the decrease in inflation. The 
downward impact on inflation of lower heating prices was dampened by the rise in 
electricity prices in 2013. Skill mismatches also emerged in some sectors, putting some 
upward pressure on wages, as a large part of unemployment in Lithuania is structural. 
However, the impact of wage increases on unit labour costs was partly offset by a pick-up 
in labour productivity. 

The latest available forecasts from major international institutions project inflation to 
increase gradually and to ränge from 1.0% to 1.3% in 2014 and from 1.8% to 2.4% in 

2015 (see Table 3b). The balance of risks surrounding the forecasts for the years ahead is 
on the upside. In particular, there is the possibility of higher global prices for food and 
energy and stronger than expected increases in wages as the slack in the labour market 
diminishes, but there are downside risks stemming from likely administrative price 
reductions related to envisaged price cuts of imported gas. Developments in global 
commodity prices for food and energy tend to have a relatively large impact on consumer 
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prices in Lithuania. A further tightening of the labour market, together with growing skill 
mismatches, or a further significant increase in the minimum wage, would put some 
upward pressure on wages. 

Looking further ahead, maintaining low inflation rates on a sustainable basis in Lithuania 
will be challenging in the medium term, given monetary policy’s limited room for 
manoeuvre. Developments during the boom period of 2005-07 highlight that it may be 
difficult to control domestic prices pressures and avoid renewed economic overheating. 
The catching-up process is likely to drive up the inflation differential between Lithuania 
and the euro area over the medium term, given that GDP per capita and price levels are 
still lower in Lithuania than in the euro area (see Table 2). However, it is difficult to 
assess the exact magnitude of the inflation effect resulting from this catching-up process. 
Nevertheless, the income and price level convergence is likely to continue. This, in turn, 
would manifest itself in terms of higher domestic inflation, given the absence of flexibility 
in the nominal exchange rate. Indeed, in the context of the process of economic 
convergence, it cannot be ruled out that significant demand pressure may emerge again, 
although the ongoing deleveraging process, strengthened fiscal governance and macro- 
prudential frameworks (including the Implementation of the “responsible lending 
guidelines” of Lietuvos bankas) reduce this risk for the future. Therefore, given the lack of 
nominal exchange rate flexibility and the limitations of alternative counter-cyclical policy 
instruments, it may be difficult to prevent another build-up of macroeconomic imbalances, 
including high rates of inflation. 

Overall, although the 12-month average rate of HICP inflation in Lithuania is well below 
the reference value, there are concerns regarding the sustainability of inflation 
convergence. 

Achieving an environment that is conducive to sustainable convergence in Lithuania 
requires, among other things, the conduct of economic policies geared towards ensuring 
Overall sustainable macroeconomic stability, including price stability. Regarding 
macroeconomic imbalances, the European Commission did not select Lithuania for an in- 
depth review in its Alert Mechanism Report 2014. At the same time, given monetary 
policy’s limited room for manoeuvre owing to the lack of nominal exchange rate 
flexibility, it is imperative that other policy areas provide the economy with the 
wherewithal to cope with country-specific shocks in order to prevent the reoccurrence of 
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macroeconomic imbalances. More specifically, progress in the areas below will help to 
achieve an environment that is conducive to sustainable price stability and promote 
competitiveness and employment growth. 

With regard to labour markets, reforms are needed to mitigate structural disincentives to 
work (such as the relatively costly dismissal procedures and the relatively high tax wedge) 
and to help counter the still sizeable labour outflows. Moreover, further wage restraint is 
needed to lock in the competitiveness gains achieved in recent years. To address other 
structural issues, further productivity-enhancing structural reforms are needed, focusing, 
for example, on supporting the reorientation of resources towards the tradable sector. Such 
reforms may also help to attract more foreign direct investment, which could strengthen 
the competitive position of the tradable sector. Lithuania’s high energy intensity and 
dependence on imports of energy from abroad continue to push up the level of volatility in 
inflation, and further steps are needed to increase domestic production of energy. 

The Overall governance and institutional framework needs to be such that it facilitates 
competitiveness gains. This means implementing measures to reduce the size of the 
shadow economy (e.g. by introducing a ceiling on cash transactions), to increase public 
administration efficiency and to fight corruption. Reforms to reduce costs and improve 
efficiency in the energy sector are also required. 

Finally, confidence in the soundness of the financial sector needs to be strengthened 
further. The Intervention by Lietuvos bankas in two domestically-owned banks and 
several credit unions in recent years underscores the importance of effective supervision. 
The process of broadening the mandate of Lietuvos bankas to include macro-prudential 
policy should be completed. Close monitoring of the impact of the new bankruptcy law 
and further progress on the resolution of non-performing loans is needed. Financial sector 
policies should also be geared towards safeguarding financial stability and ensure that the 
financial sector makes a sound contribution to economic growth. In order to minimise the 
potential risks to financial stability associated with a high proportion of foreign currency 
loans, which are denominated predominantly in euro, it is necessary for Lithuania to fully 
implement the recommendation of the ESRB on lending in foreign currencies,^ with 
which it was considered to be largely compliant in the follow-up report published by the 


See Recommendation (ESRB/201 1/1) of the European Systemic Risk Board of 21 September 
2011 on lending in foreign currencies. 
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ESRB in November 2013. Close Cooperation between home and host country supervisory 
authorities is important to ensure the effective implementation of the measures. Finally, 
financial stability could benefit from Lithuania’s participation in the Single Supervisory 
Mechanism, which will take up its prudential supervisory tasks in November 2014. 
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5.4.2 FISCAL DEVELOPMENTS 

Lithuania is not subject to an EU Council decision on the existence of an excessive 
deficit. In the reference year 2013 the general government budget balance recorded a 
deficit of 2.1% of GDP, i.e. below the 3% reference value. The general government 
gross debt-to-GDP ratio was 39.4%, i.e. well below the 60% reference value (see 
Table 4). Compared with the previous year, the deficit and debt ratios decreased by 
1.1 percentage point. The deficit ratio is forecast by the European Commission to 
remain at 2.1% in 2014, while the government debt ratio is projected to increase to 
41.8%. With regard to other fiscal factors, the deficit ratio did not exceed the ratio of 
public investment to GDP in 2013, nor is it expected to in 2014. 

Looking at developments in Lithuania’ s budgetary position over the period from 2004 
to 2013, after declining to 0.4% in 2006, the deficit-to-GDP ratio started to rise and 
recorded a sharp increase in 2009, when it reached 9.4%. Since then, this upward 
trend has reversed (see Table 5 and Chart 2a). Against the background of the rise in 
the budget deficit above the reference value in 2008, the ECOFIN Council decided on 
7 July 2009 that an excessive deficit Situation existed in Lithuania and set 2011 as the 
deadline for correcting it. Its recommendation of 12 February 2010 extended this 
deadline to 2012. The ECOFIN Council abrogated the excessive deficit procedure on 
21 June 2013. 

As shown in greater detail in Chart 2b, European Commission estimates indicate that 
cyclical factors helped in improving the budget balance after 2009. Non-cyclical 
factors tended to contribute to an increase in the budget deficit before 2009 and a 
decrease between 2010 and 2013, suggesting that fiscal policy was not expansionary 
during the latter period. Since 2009 the Lithuanian government has implemented 
significant consolidation measures in order to reduce the fiscal deficit. Though there 
are other factors, these measures mainly reflect spending cuts to reduce social benefit 
payments and to contain public spending in general. Taking into account temporary 
and one-off factors between 2007 and 2013, the underlying changes in the budget 
deficit seem to reflect a deterioration in Lithuania’ s structural budgetary position until 
2009 and an improvement thereafter as a result of significant consolidation efforts. 
These efforts, combined with robust economic growth, have borne fruit, as indicated 
by a substantial reduction in the deficit-to-GDP ratio from 9.4% in 2009 to 2.1% in 
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2013. However, fiscal policies have yet to build up sufficient buffers with respect to 
the 3% of GDP deficit threshold value, as envisaged in the 2014 convergence 
Programme update. 

Turning to developments in general government gross debt, the debt-to-GDP ratio 
increased cumulatively by 20.1 percentage points between 2004 and 2013, decreasing 
gradually until 2008 and recording sharp increases in 2009-10, before declining 
somewhat in 2013 (see Chart 3a and Table 6). As shown in greater detail in Chart 3b, 
primary deficits were the main driver of the increase in the debt ratio between 2009 
and 2012. The impact of deficit-debt adjustments was volatile, with both debt- 
increasing and debt-decreasing effects in individual years before 2013 (see Table 7). 
The growth-interest rate differential had a dampening effect on the debt ratio before 
2008 and in 2011 and 2012, but a debt-increasing effect in 2009 and, to a lesser 
extent, 2010. In 2013 the decrease in the general government debt-to-GDP ratio 
reflected the favourable deficit-debt adjustment, which more than offset the impact 
stemming from the primary deficit ratio, while the growth-interest rate differential was 
broadly neutral. 

As regards Lithuania’s general government debt structure, the share of government 
debt with a short-term maturity was rather volatile until 2010, but it remained low at 
5.6% in 2013 (see Table 6). Taking into account the level of the debt ratio, fiscal 
balances are relatively insensitive to changes in interest rates. At the same time, the 
Proportion of foreign currency-denominated government debt is high (76.7% in 2013). 
However, it is fully denominated in euro, the anchor currency of Lithuania’s currency 
board arrangement. This leaves fiscal balances relatively insensitive to changes in 
exchange rates other than the EUR/LTL exchange rate. Despite some fluctuations, the 
share of debt denominated in euro and other foreign currency has decreased since 
2009, pointing to a decline in debt-related vulnerabilities. At the same time, however, 
while the Capital injections by the Lithuanian government into the financial sector 
increased the government debt-to-GDP ratio by 2.4% between 2008 and 2013, the 
government did not incur contingent liabilities resulting from its interventions to 
Support financial institutions and financial markets during the crisis (see Section 5.9). 

Moving on to examine trends in other fiscal indicators, Chart 4 and Table 5 show that 
the general government total expenditure-to-GDP ratio increased slightly from 34.0% 
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in 2004 to 34.4% in 2013. It peaked at 44.9% of GDP in 2009, when GDP contracted 
significantly, while expenditure declined in nominal terms, correcting part of the large 
increase seen in the preceding period. Düring the entire period under consideration, 
“social benefits other than in kind” recorded the largest increase in terms of ratio to 
GDP. At the same time, total government revenue declined slightly from 32.5% in 
2004 to 32.2% of GDP in 2013. The development in total revenue masks a shift from 
direct taxes to social security contributions. 

Looking ahead, Lithuania’s medium-term fiscal policy strategy, as presented in the 
2014 convergence programme update of 16 April 2014, envisages a decline in the 
deficit ratio to 1.9% of GDP in 2014 and 0.9% of GDP in 2015 that will turn to a 
small surplus in 2016 and a surplus of 1.1% of GDP in 2017. Moreover, the 
government gross debt ratio is expected to decrease to 34.8% of GDP in 2017, while 
the structural deficit is projected to be reduced below the medium-term objective 
(specified in line with the Stability and Growth Pact) of no more than 1% of GDP by 
2015. According to the European Commission’ s spring 2014 projections, the structural 
deficit will remain above the medium-term objective throughout the projection 
horizon. 

On 2 March 2012 Lithuania signed the Treaty on Stability, Coordination and 
Governance in the Economic and Monetary Union (TSCG), committing, inter alia, to 
apply (and ine lüde in its national legislation) the fiscal rules specified under Title III, 
“Fiscal Compacf ’, as referred to in Box 2 of Chapter 2. 

As regards fiscal governance, Lithuania’s fiscal framework is being improved, but the 
legislative process had not yet been fmalised before the cut-off date of this report. 
Lithuanian fiscal framework failed to prevent pro-cyclical fiscal policy in the years of 
high growth and the rules were not sufficiently binding. Therefore, there is a need to 
improve monitoring, accountability and execution of the budgetary process, and 
reinforce the binding character of the medium-term framework. The Lithuanian 
parliament is preparing a constitutional law on the Implementation of the fiscal 
compact (the draft constitutional law was approved by the Government on 23 April 
2014) aiming at ensuring the sustainability of general government sector fmances and 
a Stahle development of the economy. The medium-term budgetary framework should 
be enhanced by introducing more stringent forward-looking elements and mechanisms 
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to avoid pro-cyclicality. Particular emphasis should be put on reinforcing expenditure 
discipline through enforceable ceilings in the medium-term budgetary framework, 
improving the monitoring of budget execution throughout the year and strengthening 
transparency by, among other things, the timely reporting of central government and 
social Security expenditure and ensuring comparability of budgetary indicators on a 
cash and accrual basis. On the revenue side, further increasing tax compliance would 
help in reaching the medium-term objective. In this respect, an introduction of cash 
transaction ceilings could further reduce the shadow economy. Full compliance with 
the provisions for an enhanced national governance framework under Council 
Directive 2011/85/EU and with the Treaty on Stability, Coordination and Governance 
in the Economic and Monetary Union, as referred to in Box 2 of Chapter 2, should be 
ensured. In particular, strict control of central and municipal government expenditure 
needs to be maintained. 


Turning to factors that will have an impact on Lithuania’s public fmances over the 
long term, a marked ageing of the population is expected, as highlighted in Table 8. 
According to the 2012 projections by the European Commission and the EU’s 
Economic Policy Committee, starting from a level of 19.2% of GDP in 2010, 
Lithuania is likely to experience a significant increase in strictly age-related public 
expenditure amounting to 7.4 percentage points of GDP by the year 2060, well above 
the EU average of 4.8 percentage points.^ 


Turning to fiscal challenges, Lithuania must bring its budget deficit down to meet the 
medium-term objective, as well as maintaining sound fiscal policies thereafter. It also 
needs to continue implementing its consolidation strategy. In this context, fiscal risks 
related to state-owned enterprises and low tax compliance need to be addressed. 
Lithuania’s fiscal policy strategy should be embedded in a strengthened fiscal 
framework, with an emphasis on improving the medium-term budgetary framework. It 
should also increase fiscal buffers and enforce expenditure ceilings, thus helping to 
avoid pro-cyclical fiscal policies in the future. At the same time, Lithuania should 
make every effort to fully comply with its obligations under the enhanced Stability 
and Growth Pact, and to effectively implement the provisions of the Treaty on 
Stability, Coordination and Governance in the Economic and Monetary Union. Over 
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^ European Commission and Economic Policy Committee, “The 2012 Ageing Report: Economic 
and budgetary projections for the EU-27 Member States (2010-2060)”. 
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the longer run, the risks to medium-term fiscal sustainability warrant structural fiscal 
reforms that focus on avoiding pro-cyclical policies, improving the sustainability of 
the Pension System, tax administration, municipalities’ fiscal responsibility and the 
Overall quality of economic governance. 
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5.4.3 EXCHANGE RATE DEVELOPMENTS 

The Lithuanian litas joined ERM II on 28 June 2004 and was therefore participating in 
ERM II for the entire two-year reference period from 16 May 2012 to 15 May 2014 (see 
Table 9a). Lithuania joined ERM II with its existing currency board arrangement in place, 
as a unilateral commitment, thus placing no additional obligations on the ECB. A Standard 
fluctuation band of ±15% was adopted around the central rate of 3.45280 litas per euro. 
The agreement on participation in ERM II was based on a number of policy commitments 
by the Lithuanian authorities, relating, among other things, to pursuing sound fiscal 
policies, containing credit growth to ensure the sustainability of the current account 
balance and implementing further structural reforms. Over the reference period the litas 
continued to be stable and did not exhibit any deviation from its central rate within 
ERM II (see Chart 5 and Table 9a). Furthermore, Lithuania has not changed its currency’ s 
central rate against the euro on its own initiative. As implied by the currency board 
regime, Lietuvos bankas continued to regularly intervene in the foreign exchange market. 
Overall, its sales and purchases of foreign currency over the two-year reference period 
resulted in a net sale. Short-term interest rate differentials against the three-month 
EURIBOR averaged a modest level of around 0.5 percentage point from the Start of the 
reference period to the three-month period ending in June 2013. Thereafter they declined 
to very low levels, Standing at 0.1 percentage point in the three-month period ending in 
March 2014 (see Table 9b). 

In a longer-term context, in April 2014 both the real effective exchange rate and the real 
bilateral exchange rate of the Lithuanian litas against the euro stood relatively dose to the 
corresponding ten-year historical averages (see Table 10). However, these indicators 
should be interpreted with caution, as during this period Lithuania was subject to a process 
of economic convergence, which complicates any historical assessment of real exchange 
rate developments. 

As regards other external developments, the deficit in the combined current and Capital 
account of the balance of payments widened progressively from 6.4% of GDP in 2004 to 
very high levels in excess of 10% of GDP in 2007 and 2008 (see Table 1 1). After a strong 
fall in domestic demand, leading to lower Imports, the deficit decreased substantially, and 
the combined current and Capital account registered a large surplus of 7.1% of GDP in 
2009. This sudden adjustment in 2009 was driven predominantly by a sharp reduction in 
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the goods deficit, an improvement in the income balance, which temporarily registered a 
small surplus, and an increase in the Services surplus. The external surplus declined to 
2.7% of GDP in 2010, while a total deficit of 1.2% was recorded in 2011 owing to the 
widening deficits in the goods and income balances. Subsequently the combined current 
and Capital account balance registered a surplus of 2.0% of GDP in 2012 and 3.7% in 
2013 on account of export-driven improvements in the goods and Services trade balances. 
The shifts recorded in Lithuania’s balance of payments over the past decade have also 
been reflected in net Capital flows in the financial account. In the period from 2005 to 
2008 Lithuania received large net inflows of other Investment (mostly comprising deposits 
and loans), peaking at 12.9% of GDP in 2007. Since 2009 these flows have partly 
reversed, resulting at times in large net outflows of other Investment, amounting to 5.1% 
of GDP in 2012 and 1.9% in 2013. Lithuania’s portfolio investment balance registered net 
inflows of 2.8% of GDP in 2012 and net outflows of 4.1% in 2013. Against this 
background, gross external debt increased substantially from 42.1% of GDP in 2004 to 
83.9% in 2009, but declined thereafter to 75.4% in 2012 and 67.1% in 2013. At the same 
time Lithuania’s net international investment position deteriorated from -34.4% of GDP in 
2004 to -57.3% in 2009, but gradually improved to -52.8% in 2012 and -45.7% in 2013. 
Lithuania is a small open economy; the ratio of foreign trade in goods and Services to 
GDP increased from 51.8% of GDP in 2004 to 86.9% in 2013 for exports and from 58.7% 
of GDP in 2004 to 85.7% in 2013 for Imports. Over the same period Lithuania’s share in 
World exports increased from 0.10% to 0.17%. 

With regard to measures of economic integration with the euro area, in 2013 exports of 
goods to the euro area constituted 38.0% of total goods exports, whereas the 
corresponding figure for Imports was higher, at 40.1%. The share of euro area countries in 
Lithuania’s stock of inward direct investment stood at 40.9% in 2013, and their share in its 
stock of portfolio investment liabilities was 48.2% in 2012. The share of Lithuania’s stock 
of assets invested in the euro area amounted to 66.8% in 2013 in the case of direct 
investment and 76.9% for portfolio investment in 2012 (see Table 12). 

With regard to the fulfilment of the commitments made by the Lithuanian authorities upon 
entry in ERM II in June 2004, the following observations can be made. Fiscal policies 
since entry in ERM II have not been prudent enough, as they failed to contribute 
sufficiently to containing the emergence of significant macroeconomic imbalances, and 
adequate fiscal buffers were not built up during good economic times. Since 2009, against 
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the background of a notable deterioration in the general government budgetary position 
and a sharp output adjustment, comprehensive fiscal consolidation measures have been 
implemented and budgetary consolidation has progressed. In the boom period up to 2008, 
the tightened reserve and prudential requirements failed to effectively contain excessive 
borrowing. Following the contraction in economic activity in 2009, credit growth started 
to decline and turned negative, with the ratio of non-performing loans picking up strongly, 
before stabilising in 2010 and improving since 2011. Lietuvos bankas has introduced 
further measures to reduce the risk of renewed lending booms, including the “responsible 
lending guidelines”, which came into force in November 2011. Macro-prudential 
measures are underway to improve the resilience of the banking sector. As regards 
structural reforms, moderate wage growth and an increase in labour productivity improved 
competiveness during the adjustment. However, further measures to promote productivity 
and employment growth, as highlighted in Section 5.4.1, are needed to ensure that the 
gains in competitiveness achieved over the past few years are sustained. 
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5.4.4 LONG-TERM INTEREST RATE DEVELOPMENTS 

Long-term interest rates in Lithuania were 3.6% on average over the reference period from 
May 2013 to April 2014 and were thus well below the 6.2% reference value for the 
interest rate convergence criterion (see Table 13). 

Long-term interest rates followed a downward trend from 2004 until 2006 (see Chart 
6a). At the beginning of 2006 this trend reversed and long-term interest rates increased. 
In 2008, the global financial and economic crisis, rising domestic imbalances, the 
downgrading of credit ratings and declining liquidity affected markets negatively, and 
long-term interest rates picked up rapidly. Subsequently, they reached a plateau of 14.5% 
in February 2009 and stayed at that level until December 2009, as no trading took place. 
Since then the economy has bounced back, and there bas been some trading in the 
secondary markets as well as renewed activity in the primary markets. Long-term interest 
rates declined, to stand at just above 5% in 2010 before increasing to 5.8% at the end of 
2011, partly owing to global financial market turmoil. Subsequently, long-term interest 
rates declined sharply until May 2013 as the economy continued to expand, albeit at a 
slower pace, fiscal balances improved, and Inflation declined sharply. In addition, some 
credit ratings improved. At the same time global risk aversion declined, thus supporting 
the decline in long-term interest rates. From May 2013 onwards and throughout the 
reference period, long-term interest rates were volatile in light of financial market 
uncertainty related to the possible reduction in asset purchases by the Federal Reserve 
System. They stood at 3.3% at the end of the reference period. 

The differential between Lithuania’ s long-term interest rates and the euro area average 
was relatively low until 2008 (see Chart 6b). The main factors underlying the low stähle 
level of the differential were the positive developments in the Lithuanian economy and 
Lithuania’ s smooth entry into the ERM II mechanism, with the existing currency board 
arrangement remaining in place. However, a turning point came towards the end of 2008, 
when the differential started to rise sharply, reaching 10.0 percentage points in 2009, 


The developments should be interpreted with caution as, until October 2007, long-term interest 
rate statistics in Lithuania were compiled using primary market data. 

The assessment of long-term interest rates requires caution as the liquidity of the secondary 
market for domestic bonds during the reference period was low and the bonds’ maturities over 
some periods were much shorter than ten years. It is therefore possible that changes in 
benchmark bonds have significantly influenced long-term interest rates. 
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following the build-up of macroeconomic imbalances, declining appetite for risk among 
Investors, the downgrading of credit ratings and decreasing liquidity. In 2010 and early 
2011 the interest rate differential with the euro area average tightened strongly, down to 
0.4 percentage point, as a result of the recovery in output and fiscal consolidation. 
Thereafter, the differential increased slightly as a result of a sharper decline in long-term 
interest rates for the euro area than for Lithuania and stood at 0.9 percentage point at the 
end of the reference period (and 1.6 percentage points with respect to the AAA euro area 
yield). 

At the end of 2013 the Lithuanian Capital market was much smaller than the euro area and 
still underdeveloped. Stock market capitalisation was 9.2% of GDP in 2013 and thus 
similar to other countries in the region (see Table 14). The corporate sector’s market- 
based indebtedness (0.4% of GDP in 2013) is very low in comparison with the euro area. 
Banks play a relatively large role in the economy of Lithuania, and foreign-owned banks 
play a major role in the banking market. The value of outstanding bank credit to the 
private sector as a percentage of GDP increased significantly until 2009, before declining 
to 45.1% in 2013. This is less than half that of the euro area. The majority of loans to the 
private sector are in foreign currencies, mostly in euro. The banking System is almost 
exclusively foreign-owned, with the majority of assets being managed by the 
Scandinavian banking groups. In addition, the international Claims of euro area banks in 
the country accounted for 9.2% of total liabilities in 2013. The banking sector has 
withstood the termination of operations of several domestic market participants, with 
supervisory interventions preserving financial stability. Risks to the financial stability of 
the banking sector are mainly external and relate to foreign demand developments, euro 
area strains and the health of Scandinavian economies. 
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Lithuania 


I PRICE DEVELOPMENTS 


Table I HICP Inflation 


(annual percentage changes) 

Jan. 

Feb. 

2014 

Mar. 

Apr. 1 

May 2013 
to Apr. 2014 

HICP Inflation 

0.2 

0.3 

0.4 

0.3 

0.6 

Reference value‘^ 





1.7 

Euro area^^ 

0.8 

0.7 

0.5 

0.7 

1.0 


Source: European Commission (Eurostat). 

1) The basis of the calculation for the period May 20 13 -April 2014 is the unweighted arithmetic average of 
the annual percentage changes in the HICP for Latvia, Portugal and Ireland plus 1.5 pereentage points. 

2) The euro area is included for information only. 


Chart I Price developments 


(average annual percentage changes) 
HICP 

■ ■ ■ ■ unit labour eosts 


Import deflator 





2004 2006 2008 2010 2012 


Source: European Co mm ission (Eurostat). 


Table 2 Measures of Inflation and related indkators 


(annual pereentage changes, unless otherwise stated) 



1 2004 1 

2005 1 

2006 

2007 

2008 1 

2009 1 

2010 1 

2011 1 

2012 1 

2013 

Measures of inflation 

HICP 

1.2 

2.7 

3.8 

5.8 

11.1 

4.2 

1.2 

4.1 

3.2 

1.2 

HICP excluding unprocessed food and energy 

0.7 

1.3 

2.4 

5.2 

9.3 

3.7 

0.0 

2.4 

2.4 

1.4 

HICP at constant tax ratest 

0.5 

2.5 

3.8 

5.5 

10.1 

0.2 

-0.3 

4.2 

3.0 

1.2 

CPI 

1.2 

2.7 

3.7 

5.7 

10.9 

4.5 

1.3 

4.1 

3.1 

1.0 

Private eonsumption deflator 

-0.2 

2.3 

4.7 

5.9 

10.9 

4.5 

1.3 

4.1 

3.1 

1.0 

GDP deflator 

2.5 

6.6 

6.6 

8.6 

9.6 

-3.4 

2.3 

5.4 

2.6 

1.7 

Producer priees^) 

2.5 

5.9 

6.9 

9.4 

15.9 

-6.6 

4.0 

10.4 

5.6 

-0.4 

Related indicators 

Real GDP growth 

7.4 

7.8 

7.8 

9.8 

2.9 

-14.8 

1.6 

6.0 

3.7 

3.3 

GDP per eapita in PPS^) (euro area = 100) 

47.4 

50.2 

53.1 

57.1 

59.4 

53.5 

57.1 

62.1 

66.2 


Comparative price levels (euro area = 100) 

51.9 

53.7 

56.3 

59.3 

63.9 

63.3 

61.6 

62.5 

62.6 


Output gap4) 

2.5 

4.4 

6.2 

9.1 

6.8 

-9.7 

-8.2 

-3.5 

-1.3 

-0.7 

Unemployment rate (%)5) 

11.6 

8.5 

5.8 

4.3 

5.8 

13.8 

17.8 

15.4 

13.4 

11.8 

Unit labour eosts, whole economy 

3.3 

6.0 

10.2 

6.6 

10.4 

-1.5 

-7.0 

0.7 

1.9 

3.8 

Compensation per employee, whole economy 

10.9 

11.5 

16.7 

13.9 

14.3 

-9.9 

7.2 

6.3 

3.8 

5.9 

Labour productivity, whole economy 

7.4 

5.2 

5.9 

6.8 

3.6 

-8.6 

15.3 

5.5 

1.9 

2.0 

Imports of goods and Services deflator 

-0.9 

7.5 

8.3 

4.9 

8.9 

-10.4 

9.7 

12.8 

4.2 

-1.5 

Nominal effeetive exchange rate®) 

1.3 

-1.4 

-0.4 

0.5 

0.3 

2.7 

-2.9 

0.0 

-1.6 

1.1 

Money supply (M3)9 

- 

30.4 

22.8 

22.3 

-0.3 

0.4 

8.4 

14.8 

7.7 

4.8 

Lending from banks*) 

- 

63.6 

41.4 

43.5 

18.1 

-8.5 

-6.5 

-1.1 

2.3 

-0.9 

Stock priees (OMX Vilnius Index) 

65.9 

55.1 

9.8 

4.4 

-65.1 

46.0 

56.5 

-27.1 

18.8 

18.7 

Residential property priees 

14.8 

52.2 

41.1 

35.7 

11.4 

-31.2 

-12.5 

1.3 

-3.3 

3.6 


Sourees: European Commission (Eurostat), national data (CPI, money supply, lending from banks and residential property priees) and 
European Commission (output gap). 

1) The differenee between the "HICP" and the "HICP at constant tax rates" shows the theoretical impaet of ehanges in indirect taxes 
(e.g. VAT and excise duties) on the Overall rate of Inflation. This impaet assumes a full and instantaneous pass-through of tax rate 
changes on the price paid by the consumer. 

2) Domestie sales, total industry excluding construction. 

3) PPS Stands for purehasing power Standards. 

4) Percentage differenee of potential GDP: a positive (negative) sign indicates that actual GDP is above (below) potential GDP. 

5) The definition conforms to ILO guidelines. 

6) A positive (negative) sign indicates an appreciation (depreciation). 

7) The series includes repurchase agreements with central counterparties. 

8) Not adjusted for the dereeognition of loans from the MFI statistieal balance sheet due to their sale or seeuritisation. 
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Table 3 Recent Inflation trends and forecasts 

(annual pereentage changes) 






(a) Recent trends in the HICP 


2013 

2014 



1 Nov. 1 

Dec. 1 

Jan. 1 

Feb. 

Mar.| 

Apr. 

HICP 






Annual pereentage change 0.5 

0.4 

0.2 

0.3 

0.4 

0.3 

Change in the average of the latest three months from the 
previous three months, annualised rate, seasonally adjusted 1 .7 

1.3 

0.3 

-0.3 

-0.7 

-0.6 

Change in the average of the latest six months from the 

previous six months, annualised rate, seasonally adjusted 0.6 

0.7 

0.9 

0.9 

0.6 

0.3 

Sourees: European Commission (Eurostat) and ECB ealeulations. 






(b) Inflation forecasts 

, 


2014 1 


2015 

HICP, European Commission (Spring 2014) 

CPI, OECD (May 2014)1) 



1.0 


1.8 

CPI, IMF (April 2014) 



1.0 


1.8 

CPI, Consensus Economics (April 2014) 



1.3 


2.4 


Sources: European Commission, OECD, IMF and Consensus Eeonomies. 
1) Lithuania is not a member of the OECD. 
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Lithuania 


2 FISCAL DEVELOPMENTS 


Table 4 General government fiscal position 




(as a percentage of GDP) 

2012 

2013 

20141) 

General govemment surplus (+)/de fielt (-) 

-3.2 

-2.1 

-2.1 

Reference value 

-3.0 

-3.0 

-3.0 

Surplus/deficit, net of govemment investment expenditure^) 

0.4 

1.3 

1.2 

General govemment gross debt 

40.5 

39.4 

41.8 

Reference value 

60.0 

60.0 

60.0 


Sources: European Commission (Eurostat, DG ECFIN) and ECB calculations. 

1) European Commission projections. 

2) A positive (negative) sign indicates that the government deficit is lower (higher) than govemment investment expenditure. 


Table 5 General government budgetary position 


(as a percentage of GDP) 



2004 

2005 

2006 

2007 

2008 

2009 

2010 

2011 

2012 1 

2013 

Total revenue 

32.5 

33.5 

33.7 

34.3 

34.6 

35.5 

35.0 

33.2 

32.7 

32.2 

Current revenue 

32.0 

32.7 

32.7 

32.8 

33.5 

33.8 

32.4 

30.9 

30.7 

30.5 

Direct taxes 

8.7 

9.0 

9.5 

9.2 

9.3 

6.0 

4.7 

4.4 

4.9 

5.0 

Indirect taxes 

11.0 

11.0 

11.0 

11.5 

11.4 

11.4 

11.7 

11.5 

11.1 

11.0 

Social Security contributions 

9.4 

9.2 

9.4 

9.5 

10.0 

13.2 

12.2 

11.6 

11.3 

11.2 

Other current revenue 

2.9 

3.6 

2.7 

2.7 

2.8 

3.2 

3.7 

3.5 

3.5 

3.3 

Capital revenue 

0.5 

0.8 

1.0 

1.5 

1.1 

1.7 

2.7 

2.3 

2.0 

1.7 

Total expenditure 

34.0 

34.0 

34.2 

35.3 

37.9 

44.9 

42.2 

38.7 

36.0 

34.4 

Current expenditure 

30.0 

30.2 

29.6 

29.2 

32.4 

40.4 

37.2 

33.8 

32.2 

30.8 

Compensation of employees 

10.8 

10.3 

10.4 

9.9 

10.7 

12.8 

11.0 

10.3 

9.8 

9.6 

Social benefits other than in kind 

9.7 

9.3 

9.2 

9.8 

11.6 

16.3 

14.5 

12.6 

12.1 

11.3 

Interest payable 

0.9 

0.8 

0.7 

0.7 

0.7 

1.3 

1.8 

1.8 

1.8 

1.7 

of which: impact of swaps and FRAsi) 

0.0 

0.0 

0.0 

0.0 

0.0 

0.0 

0.0 

0.0 

-0.1 

0.0 

Other current expenditure 

8.5 

9.8 

9.4 

8.9 

9.5 

10.0 

9.9 

9.1 

8.5 

8.3 

Capital expenditure 

4.0 

3.8 

4.5 

6.1 

5.5 

4.5 

5.0 

4.9 

3.7 

3.5 

Surplus (+)/deficit (-) 

-1.5 

-0.5 

-0.4 

-1.0 

-3.3 

-9.4 

-7.2 

-5.5 

-3.2 

-2.1 

Primary balance 

-0.6 

0.3 

0.3 

-0.3 

-2.6 

-8.2 

-5.4 

-3.7 

-1.4 

-0.5 

Surplus/deficit, net of govemment 
investment expenditure 

1.9 

3.0 

3.7 

4.2 

1.6 

-5.5 

-2.6 

-1.1 

0.4 

1.3 


Sources: ESCB and European Co mm ission (Eurostat). 

Notes: Differences between totals and the sum of their components are due to rounding. Interest payable as reported under the excessive 
deficit procedure. The item "impact of swaps and FRAs" is equal to the difference between the interest (or deficit/surplus) as defined 
in the excessive deficit procedure and in the ESA 95. See Regulation (EC) No 2558/2001 of the European Parliament and of the Council of 
3 December 2001 amending Council Regulation (EC) No 2223/96 as regards the reclassification of Settlements under swap arrangements and 
under forward rate agreements (OJ L 344, 28.12.2001, p. 1). 

1) FRAs Stands for forward rate agreements. 
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Chart 2 General government surnlus (+ydeficit (-1 

(a) Levels (b) Annual change and underlying factors 0 

(as a percentage of GDP) (in percentage points of GDP) 


levels 



cyclical factors 
non-cyclical factors 
total change 




Sources: European Commission (Eurostat) and ECB calculations. 

Note: In Chart 2b a negative (positive) value indicates a contribution to an increase (reduction) in a deficit. 

1) In 2009 the large fall in nominal GDP (-17.8%) may have led to a lower estimate of government deficit non-cyclical factors, i.e. 
the fiscal consolidation effort. 


Table 6 General government gross debt - structural features 



1 2004 1 

2005 1 

2006 1 

2007 

2008 1 

2009 1 

2010 1 

2011 1 

2012 

2013 

Total debt (as a percentage of GDP) 

19.3 

18.3 

17.9 

16.8 

15.5 

29.3 

37.8 

38.3 

40.5 

39.4 

Composition by currency (% of total) 

In dorne Stic currency 

29.1 

29.3 

19.4 

16.8 

17.6 

8.5 

12.1 

13.5 

17.0 

23.3 

In foreign currencies 

70.9 

70.7 

80.6 

83.2 

82.4 

91.5 

87.9 

86.5 

83.0 

76.7 

Euro 

65.4 

68.7 

79.4 

83.2 

82.4 

91.5 

87.9 

86.5 

83.0 

76.7 

Other foreign currencies 

5.5 

1.9 

1.2 

0.0 

0.0 

0.1 

0.0 

0.0 

0.0 

0.0 

Domestic ownership (% of total) 

39.2 

39.7 

31.6 

32.8 

35.8 

29.9 

26.8 

26.4 

24.7 

30.1 

Average residual maturity (in years) 

5.5 

5.8 

6.4 

5.9 

5.0 

6.2 

6.7 

6.0 

6.2 

5.7 

Composition by maturity') (% of total) 

Short-term (up to and including one year) 

5.5 

10.6 

2.3 

2.5 

7.9 

4.4 

6.3 

6.0 

6.5 

5.6 

Medium and long-term (over one year) 

94.5 

89.4 

97.7 

97.5 

92.1 

95.6 

93.7 

94.0 

93.5 

94.4 


Sources: ESCB and European Commission (Eurostat). 

Notes: Year-end data. Differences between totals and the sum of their components are due to rounding. 
1) Original maturity. 


Chart 3 General government gross debt 

(a) Levels I (b) Annual change and underlying factors 

(as a percentage of GDP) H (in percentage points of GDP) 


levels 


[X3 


primary balance 
growth/interest rate differential 
deficit-debt adjustment 
change in debt-to-GDP ratio 



2004 


2006 


2008 


2010 


2012 



15 

10 

5 

0 

-5 


Sources: European Commission (Eurostat) and ECB. 

Note: In Chart 3b a negative (postitive) value indicates a contribution of the respective factor to a decrease (increase) in the debt ratio. 
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Chart 4 General government expenditure and revenue 

(as a percentage of GDP) 


total expenditure 
total revenue 



Source: ESCB. 


Table 7 General government deficit-debt adjustment 


(as a percentage of GDP) 



2004 

2005 

2006 

2007 

2008 

2009 

2010 

2011 

2012 1 

2013 

Change in general government debt') 

0.2 

1.5 

2.0 

1.8 

0.6 

10.4 

9.6 

4.5 

4.5 

0.9 

General government surplus (+)/deficit (-) 

-1.5 

-0.5 

-0.4 

-1.0 

-3.3 

-9.4 

-7.2 

-5.5 

-3.2 

-2.1 

Deficit-debt adjustment 

-1.3 

1.0 

1.6 

0.8 

-2.7 

1.0 

2.4 

-0.9 

1.2 

-1.3 

Net acquisitions (+)/net sales (-) of 

financial assets 

-1.1 

0.6 

0.5 

0.9 

-2.0 

2.0 

2.3 

-0.6 

1.2 

-0.9 

Currency and deposits 

-0.5 

0.5 

3.0 

-0.1 

-2.3 

2.8 

1.4 

-3.3 

2.5 

-1.6 

Loans and securities other than shares 

-0.3 

-0.2 

-0.2 

0.0 

-0.1 

-0.1 

-0.2 

2.2 

-0.6 

0.4 

Shares and other equity 

-0.6 

-0.3 

-2.7 

-0.1 

0.0 

-0.8 

-0.2 

0.0 

-0.2 

0.0 

Privatisations 

-0.6 

-0.3 

-2.7 

-0.1 

0.0 

-0.8 

-0.2 

0.0 

-0.2 

0.0 

Equity injections 

0.0 

0.0 

0.0 

0.0 

0.0 

0.0 

0.0 

0.0 

0.0 

0.0 

Other 

0.0 

-0.1 

0.0 

0.0 

0.0 

0.0 

0.0 

0.0 

0.0 

0.0 

Other financial assets 

0.4 

0.6 

0.4 

1.1 

0.3 

0.2 

1.4 

0.5 

-0.6 

0.4 

Valuation changes of general government 

0.0 

0.0 

-0.4 

0.0 

0.1 

0.0 

0.1 

-0.1 

-0.2 

-0.2 

debt 

Foreign exchange holding gains (-)/losses (+) 

-0.1 

0.1 

0.0 

0.0 

0.0 

0.0 

0.1 

0.0 

0.0 

0.0 

Other valuation effects^) 

0.0 

-0.1 

-0.4 

0.0 

0.1 

0.0 

0.0 

-0.1 

-0.2 

-0.2 

Other^) 

-0.2 

0.5 

1.4 

-0.1 

-0.7 

-0.9 

0.0 

-0.2 

0.2 

-0.2 


Sources: ESCB and European Commission (Eurostat). 

Note: Differences between totals and the sum of their components are due to rounding. 

1) Annual change in debt in period t as a percentage of GDP in period t, i.e. [debt(t) - debt(t-l)]/GDP(t). 

2) Includes the difference between the nominal and market valuation of general government debt. 

3) Transactions in other accounts payable (government liabilities), sector reclassifications and Statistical discrepancies. This item may also 
cover certain cases of debt assumption and settlements under swaps and forward rate agreements. 


Table 8 Projections of the ageing-induced fiscal 

bürden 






(percentages) 

2010 

2020 

2030 

2040 

2050 

2060 

Elderly dependency ratio (population aged 65 and over as a 

Proportion of the population aged 15-64) 

25.6 

31.8 

47.3 

55.7 

51.9 

46.2 

Age-related government expenditure (in percentage points 
ofGDP)') 

19.2 

18.3 

19.9 

21.6 

23.9 

26.6 


Sources: European Commission (Eurostat) and The 2012 Ageing Report: Economic and budgetary projections for the 27 EU Member States 
(2010-2060), a joint report prepared by the European Co mm ission (DG ECFIN) and the Economic Policy Committee. 

1) The Ageing Working Group (AWG) risk scenario, strictly age-related item. 
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3 EXCHANGE RATE DEVELOPMENTS 


Table 9 (a) Exchange rate stabiMty 


Participation in the exchange rate mechanism (ERM II) Yes 

Participation since 28 June 2004 

ERM II central rate in LTL/EUR 3 .45280 

ERM II fluctuation band +/- 1 5% 

Devaluation of bilateral central rate on country’s own initiative No 

Maximum upward deviation') 0.0 

Maximum downward deviation') 0.0 


Source: ECB. 

1) Maximum percentage deviations from ERM II central rate over the period 16 May 2012-15 May 2014, based on daily data at 
business frequency. An upward (downward) deviation implies that the currency is on the strong (weak) side of the band. 


Table 9 (b) Key indicators of exchange rate pressure for the Lithuanian Mtas 


(average of three-month period ending in specified month) 

2012 2013 2014 



Junej 

Sep. 

Dec. 

Mar.| 

Junej 

Sep.j 

Dec. 

Mar. 

Exchange rate volatilityi) 

0.0 

0.0 

0.0 

0.0 

0.0 

0.0 

0.0 

0.0 

Short-term interest rate differentiaP) 

0.5 

0.6 

0.5 

0.3 

0.5 

0.2 

0.2 

0.1 


Sources: National data and ECB calculations. 

1) Annualised monthly Standard deviation (as a percentage) of daily percentage changes in the exchange rate against the euro. 

2) Differential (in percentage points) between three-month interbank interest rates and the three-month EURIBOR. 


Chart 5 Lithuanian Mtas: nominal exchange rate development against the euro 

(a) Deviation from ERM II central rate I (b) Exchange rate over the last ten years 

(daily data; percentage deviation; 16 May 2012-15 May 2014) H (monthly data; central rate = 100; May 2004-May 2014) 



15 

12 96 

9 

6 98 

3 

0 100 

-3 

-6 102 

-9 

-12 104 

-15 ^ ^ ^ ^ ^ ^ ^ ^ 

2004 2006 2008 2010 2012 


96 

98 

100 

102 

104 


Source: ECB. 

Note: A positive (negative) deviation from the central rate implies that the currency is on the strong (weak) side of the band. For the 
Lithuanian litas, the fluctuation band is +/-15%. 
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Table 10 Lithuanian Mtas: real exchange rate developments 

(monthly data; percentage deviation in April 2014 from the ten-year average calculated for the period May 2004- April 2014) 









1 



Apr. 2014 

Real bilateral exehange rate against the euroh 

Memo items: 










6.5 

Nominal effeetive exehange rate^) 










0.4 

Real effeetive exehange rate'). 2 ) 










5.9 

Souree: ECB. 











Note: A positive (negative) sign indieates an appreeiation (depreciation). 









1) Based on HICP and CPI developments. 











2) Effeetive exehange rate against the euro, the eurreneies of the non-euro 

area EU Member States and those of ten other major trading 

Partners. 











Table 1 1 External developments 

(as a pereentage of GDP, unless otherwise stated) 

2004 

2005 

2006 

2007 

2008 

2009 

2010 

2011 1 

2012 1 

2013 

Balance of payments 

Current aeeount and eapital aeeount balanee') 

-6.4 

-5.8 

-9.4 

-12.7 

-11.1 

7.1 

2.7 

-1.2 

2.0 

3.7 

Current aeeount balanee 

-7.6 

-7.1 

-10.6 

-14.4 

-12.9 

3.7 

0.1 

-3.7 

-0.2 

1.5 

Goods balanee 

-10.5 

-11.2 

-13.8 

-14.9 

-13.0 

-3.3 

-4.8 

-5.8 

-2.8 

-3.5 

Serviees balanee 

3.6 

4.0 

3.6 

1.6 

1.3 

1.6 

2.9 

3.2 

3.7 

4.6 

Income balanee 

-2.7 

-2.4 

-2.7 

-4.1 

-3.4 

1.1 

-2.8 

-4.6 

-4.1 

-3.9 

Current transfers balanee 

2.0 

2.5 

2.4 

2.9 

2.2 

4.4 

4.8 

3.5 

3.0 

4.2 

Capital aeeount balanee 

1.2 

1.3 

1.2 

1.7 

1.8 

3.4 

2.7 

2.5 

2.2 

2.2 

Combined direet and portfolio Investment balanee') 

3.2 

1.6 

4.2 

2.9 

2.9 

2.7 

8.0 

7.2 

3.5 

-3.1 

Direct investment balanee 

2.3 

2.6 

5.0 

3.6 

3.4 

-0.6 

2.2 

3.2 

0.7 

0.9 

Portfolio investment balanee 

0.9 

-1.0 

-0.8 

-0.7 

-0.5 

3.3 

5.8 

3.9 

2.8 

-4.1 

Other investment balanee 

1.8 

7.0 

11.0 

12.9 

5.8 

-10.3 

-9.2 

-1.5 

-5.1 

-1.9 

Reserve assets 

0.5 

-2.6 

-4.9 

-3.0 

2.4 

0.3 

-1.3 

-4.4 

-0.4 

1.3 

Exports of goods and Services 

51.8 

57.2 

58.7 

53.7 

59.6 

54.1 

67.6 

77.2 

83.9 

86.9 

Imports of goods and Services 

58.7 

64.4 

68.9 

67.0 

71.3 

55.8 

69.5 

79.8 

82.9 

85.7 

Net international investment position^) 

-34.4 

-42.6 

-48.9 

-55.8 

-51.6 

-57.3 

-55.2 

-52.3 

-52.8 

-45.7 

Gross external debt2) 

Memo item: 

42.1 

50.5 

59.9 

71.5 

71.0 

83.9 

82.9 

77.4 

75.4 

67.1 

Export market shares^) 

0.10 

0.12 

0.12 

0.12 

0.14 

0.13 

0.13 

0.15 

0.16 

0.17 

Source: ECB. 











1) Differences between totals and the sum of their components are due to rounding. 








2) End-of-period outstanding amounts. 











3) As a percentage of total world goods and Services exports. 










Table 12 Indicators of Integration with the 

euro 

area 








(as a percentage of the total, unless otherwise stated) 

1 2004 1 

2005 1 

2006 1 

2007 1 

2008 1 

2009 1 

2010 1 

2011 1 

2012 1 

2013 

External trade with the euro area 

Exports of goods 

45.9 

44.8 

42.8 

44.2 

40.4 

43.8 

40.3 

43.2 

41.3 

38.0 

Imports of goods 

Investment position with the euro area 

44.0 

40.0 

41.9 

45.7 

38.0 

39.3 

38.5 

38.8 

38.2 

40.1 

Inward direct investment') 

40.5 

35.5 

34.3 

36.1 

50.1 

46.4 

44.9 

37.7 

40.2 

40.9 

Outward direct investment') 

70.8 

54.0 

42.5 

46.4 

46.5 

50.0 

57.3 

59.1 

65.0 

66.8 

Portfolio investment liabilities') 

91.2 

99.7 

88.4 

86.6 

77.1 

71.8 

53.8 

54.8 

48.2 


Portfolio investment assets') 

62.2 

47.5 

65.1 

63.7 

60.1 

73.7 

75.2 

73.7 

76.9 


Memo items: 

External trade with the EU 











Exports of goods 

67.3 

65.7 

63.7 

64.8 

60.4 

64.4 

61.0 

61.4 

60.5 

57.4 

Imports of goods 

63.5 

59.5 

62.8 

68.4 

57.6 

59.1 

56.6 

56.8 

57.7 

59.3 


Sources: ESCB, European Commission (Eurostat) and IMF. 
1) End-of-period outstanding amounts. 
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4 LONG-TERM INTEREST RATE DEVELOPMENTS 


Table 13 Long-term Interest rates (LTIRs) 


(pereentages; average of observations through period) 

I Jan. 

Feb. 

I 

Mar. 

2014 

Apr. 1 

May 2013 
to Apr. 2014 

Long-term interest rate 

3.4 

3.3 

3.3 

3.3 

3.6 

Reference value^) 

- 

- 

- 

- 

6.2 

Euro area^) 

2.8 

2.6 

2.5 

2.4 

2.9 

Euro area (AAÄ)^) 

2.0 

1.8 

1.8 

1.7 

1.9 


Sources: ECB and European Commission (Eurostat). 

1) The basis of the ealeulation for the period May 20 13 -April 2014 is the unweighted arithmetie average of the interest rate levels 
in Ireland, Latvia and Portugal plus 2 percentage points. 

2) The euro area average is included for information only. 

3) The euro area AAA par yield eurve for the ten-year residual maturity is ineluded for information only. 


Chart 6 Long-term Interest rate (LTIR) 

(a) Long-term Interest rate (LTIR) I (b) LTIR and HICP Inflation differentials vis-ä-vis the euro area 

(monthly averages in pereentages) H (monthly averages in percentage points) 


long-term interest rate 


long-term interest rate differential 
HICP Inflation differential 



2004 2006 2008 2010 2012 



15 

10 

5 

0 

-5 


Sources: ECB and European Commission (Eurostat). 


Table 14 Selected Indicators of financial development and Integration 


(as a percentage of GDP, unless otherwise stated) 



2004 

2005 

2006 

2007 

2008 

2009 

2010 

2011 

2012 

2013 

Memo item: 

euro area 

2013 

Debt securities issued by corporations^) 

1.4 

2.0 

2.4 

3.6 

3.9 

4.1 

2.2 

1.5 

1.1 

0.4 

95.3 

Stock market capitalisatiotf) 

26.1 

33.1 

32.1 

24.0 

8.0 

12.1 

15.2 

9.9 

9.7 

9.2 

58.1 

MFI credit to non-govemment residents^) 

28.1 

40.4 

49.4 

59.4 

62.2 

69.2 

62.3 

52.1 

49.3 

45.1 

125.0 

Claims of euro area MFIs on resident MFIs^) 14.3 

15.4 

15.1 

12.3 

14.2 

13.6 

9.4 

12.9 

10.6 

9.2 

7.0 

Private sector credit flow^) 

8.9 

14.5 

18.7 

23.1 

10.7 

-9.6 

-5.4 

-0.7 

-0.3 


-0.4 

Private sector debt®) 

40.4 

50.2 

62.3 

75.5 

77.9 

84.9 

75.9 

66.2 

62.5 


164.5 

Financial sector liabilities^) 

25.1 

48.9 

32.5 

34.3 

3.7 

-3.7 

0.0 

8.9 

-0.3 


-2.5 


Sources: ESCB, European Commission (Eurostat), Federation of European Securities Exchanges, OMX and national stock exchanges. 

1) Outstanding amount of debt securities issued by resident non- financial corporations, MFIs and other financial corporations. 

2) Outstanding amounts of quoted shares issued by residents at the end of the period at market values. 

3) MFI (excluding NCB) credit to domestic non-MFI residents other than the general govemment. Credit includes outstanding amounts 
of loans and debt securities. 

4) Outstanding amount of deposits and debt securities issued by domestic MFIs (excluding the NCB) held by euro area MFIs as a 
percentage of total liabilities of domestic MFIs (excluding the NCB). Total liabilities exclude Capital and reserves and remaining 
liabilities. 

5) Transactions in securities other than shares issued and loans taken out by institutional sectors: non- financial corporations, households 
and non-profit institutions serving households. 

6) Outstanding amounts of securities other than shares issued and loans taken out by institutional sectors: non-financial corporations, 
households and non-profit institutions serving households. 

7) Sum of all liabilities of the total financial sector. The indicator is expressed as a year-on-year percentage change. 
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5.5 HUNGARY 

5.5.1 PRICE DEVELOPMENTS 

Over the reference period from May 2013 to April 2014, the 12-montli average rate of 
HICP inflation in Hungary was 1.0%, i.e. well below the reference value of 1.7% for the 
criterion on price stability (see Table 1). On the basis of the most recent information, the 
12-month average rate of HICP inflation is expected to decline in the coming months. 

Looking back over a longer period the annual rate of consumer price inflation in Hungary 
has hovered at around 5% over the past ten years (see Chart 1) with some exceptions. In 
2005 annual HICP inflation reached 3.5%, but as a result of, among other things, hikes in 
administered prices and indirect taxes, it then accelerated to 7.9% in 2007, peaking at 9% 
in March that year. Thereafter, inflation started to recede gradually, but successive 
Commodity price shocks and frequent changes in indirect taxes and administered prices 
meant that consumer price inflation in Hungary was relatively volatile during the period 
under review. The impact of these factors is also clearly evident from the latest 
developments, as annual HICP inflation accelerated from 3.9% in 2011 to 5.7% in 2012, 
before decelerating to 1.7% in 2013. 

Inflation developments reflect a number of important policy choices, most notably the 
Orientation of monetary policy during the period under review towards the achievement of 
price stability, as enshrined in the central bank law. The inflation targeting framework of 
monetary policy was already implemented in 2001, along with a full liberalisation of the 
Capital account, whereas the Hungarian forint remained pegged to the euro as the anchor 
currency, with a fluctuation band of ±15%. In the years that followed the inflation target 
changed a number of times, but since 2007 it has been 3%. In February 2008 the Magyar 
Nemzeti Bank, in agreement with the Hungarian government, decided to abolish the 
fluctuation bands and to adopt a floating exchange rate regime. Fiscal policy was 
expansionary until mid-2006 and, therefore, did not lend Support to the achievement of 
inflation targets during that period. With the implementation of successive fiscal 
consolidation packages from mid-2006, fiscal policy also contributed to short-term 
inflationary Impulses through large increases in administered prices and indirect taxes. 
Administered prices constitute a large share of Hungary’ s HICP basket of goods and 
Services, which Stands at 17% this year. More recently, the contained increase in 
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compensation per employee in the public sector is likely to have contributed to 
disinflation, but the imposition of special taxes by the government on various sectors (e.g. 
banking, energy, retail and telecommunications) is likely to have limited its impact. 

Up to 2006 Hungary experienced robust economic growth, which was followed by a sharp 
economic slowdown that culminated in a deep recession in 2009. Thereafter, the economy 
recovered slightly but then feil into recession again. At the beginning of the global 
financial crisis in late 2008, Hungary’ s large external fmancing needs necessitated an EU- 
IMF financial assistance programme. However, owing to a change of government in April 
2010, this Programme started to go off track in June that year. In 2010 and 2011 Hungary 
experienced a weak recovery that was driven by external demand, as domestic demand 
remained subdued. In 2012 the economy contracted again, by 1.7%, before returning to 
growth of 1.1% in 2013. The recovery in 2013 was supported by a good harvest, a boost in 
export performance owing to the launch of new production lines in the manufacturing 
sector and a higher level of investment activity co-fmanced with EU structural funds. The 
substantial growth in compensation per employee up to 2008 pushed up unit labour costs, 
which then feil in 2009-10 as a result of the wage restraint associated with the economic 
slowdown. This moderation in unit labour cost growth proved to be temporary, as a pick- 
up in growth in compensation per employee in 2011 and negative labour productivity 
growth in 2012 pushed up unit labour costs. In 2013 unit labour cost growth accelerated 
further on the back of substantial growth in compensation per employee, reflecting wage 
increases in the public sector. Import prices have fluctuated considerably in recent years, 
largely reflecting changes in both the effective exchange rate of the formt and commodity 
prices. The general pattem of Inflation developments is also apparent from other relevant 
indices, such as the HICP excluding unprocessed food and energy. The growth rate of 
residential house prices in Hungary has been negative since 2009, reflecting the tightening 
of credit conditions, waning interest from foreign buyers and a growing oversupply of 
residential housing, a significant proportion of which is owned by financial institutions. 

Looking at recent developments, the annual rate of HICP Inflation has subsided further in 
early 2014 to stand at -0.2% in April (see Table 3a). Besides the subdued domestic 
demand, low Inflation reflects a slowdown in food price inflation on the back of a good 
harvest, low imported inflation and declining energy prices reflecting the cuts in 
administrative prices in 2013-14. A period of rapid disinflation prompted the Magyar 
Nemzeti Bank to cut its key interest rate by a total of 325 basis points from January 2013. 
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Real GDP growth was robust from the beginning of 2013, supported by a boost in the 
export performance and a gradual recovery in domestic demand. 

The latest available forecasts from major international institutions project Inflation to 
gradually rise in 2014 and 2015 and to ränge from 0.5% to 1.0% and from 2.8% to 3.0% 
respectively (see Table 3b). In 2014 the scheduled further cuts in administrative prices are 
expected to have a one-off downward impact on consumer prices, although the 
depreciation of the forint and increase in domestic demand could restrict their impact on 
prices. The labour market Situation is improving steadily, owing mainly to the public work 
scheme - a government-sponsored Job creation initiative - and a growing number of 
temporary work migrants. The risks to the inflation outlook are broadly balanced. On the 
upside, there may be a stronger than expected rise in global commodity prices and 
renewed tensions in global financial markets, while domestic policy uncertainty may exert 
further depreciation pressure on the forint and thus drive up prices for imported goods and 
Services. On the downside, the ongoing balance sheet adjustment by banks and households 
and the fiscal bürden on the Services sector are expected to weigh on the recovery of 
domestic demand. Overall, the relatively high level of volatility in consumer price 
inflation as a result of developments in global commodity prices and, in particular, 
domestic policy measures, could have an adverse impact on inflation expectations in 
Hungary. Looking further ahead, the catching-up process is likely to have a bearing on 
inflation and/or the nominal exchange rate over the coming years, given that GDP per 
capita and price levels are still lower in Hungary than in the euro area (see Table 2). 
However, it is difficult to assess the exact size of the effect resulting from this catching-up 
process. 

Overall, although the 12-month average rate of HICP inflation in Hungary is well below 
the reference value, there are concerns regarding the sustainability of inflation 
convergence. 

Achieving an environment that is conducive to sustainable convergence in Hungary 
requires, among other things, a stability-oriented monetary policy, including a stable 
institutional environment that maintains market confidence while fully respecting the 
independence of the central bank. With regard to macroeconomic imbalances, the 
European Commission selected Hungary for an in-depth review in its Alert Mechanism 
Report 2014 in order to further examine the risks involved in the persisting imbalances. It 
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concluded that “Hungary continues to experience macroeconomic imbalances, which 
require monitoring and decisive policy action”. More specifically, progress in the areas 
below will help to achieve an environment that is conducive to sustainable price stability 
and promote competitiveness and employment growth. 

In terms of product market reforms, a successful catching-up strategy should be restored 
through concerted action aimed at achieving a stable and business-friendly regulatory 
environment, enhanced functioning of the institutions and rules on competition and public 
procurement, and lower entry costs for Service Companies. This would also help to further 
enhance Hungary’s absorption capacity of EU funds. In addition, full Implementation is 
required of the European Commission’ s recommendations pertaining to the energy 
regulator, energy price liberalisation and financial sustainability of the state-owned 
enterprises in the transport sector.^^ Moreover, government initiatives to lower prices for 
public Utilities should not harm the financial health of the public Utilities or their 
incentives for future investment. 

With regard to the labour market, Hungary should stick to its recent reform path and take 
measures to raise its still relatively low employment rate. For example, it could reduce the 
high tax wedge on labour, in particular for low-income workers. While the government- 
sponsored job creation scheme is helping to mobilise the workforce, it should also prepare 
participants for a return to open labour market Jobs, otherwise they could remain 
permanently locked in the scheme. Wage increases should reflect labour productivity 
growth, labour market conditions and developments in competitor countries. 

Financial sector policies should be geared towards ensuring that the financial sector makes 
a sound contribution to economic growth, while at the same time preventing excessive 
credit growth in the future. In order to minimise the potential risks to financial stability 
associated with a high proportion of foreign currency loans, it is necessary for Hungary to 
fully apply the recommendation of the ESRB on lending in foreign currencies,^^ with 
which it was considered to be largely compliant in the follow-up report published by the 
ESRB in November 2013. Close Cooperation between home and host country supervisory 
authorities is important to ensure the effective implementation of these measures. Finally, 


See COM(2013) 367 final. 

Recommendation (ESRB/201 1/1) of the European Systemic Risk Board of 21 September 2011 
on lending in foreign currencies. 
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financial stability could benefit from Hungary’s participation in the SSM, which will take 
up its Prudential supervisory tasks in November 2014. 

The government should actively seek to improve foreign Investor sentiment by adopting 
international best practices on central bank independence and respecting the existing 
contracts between private parties when proposing and implementing government policies. 
Macro-prudential measures to reduce the underlying vulnerabilities related to lending in 
foreign currencies should be well targeted and should avoid placing an undue bürden on 
banks’ lending capacity and on public fmances. In this respect, there needs to be dose 
monitoring of the effects on financial stability of the debt relief scheme for holders of 
foreign-currency mortgages, which was introduced in 2011 and early 2012, and the 
“Funding for Growth” scheme, which was implemented in 2013. If the government were 
to proceed with its plans to restructure the remaining foreign currency loans, the measures 
should seek to strike the best possible balance in order to preserve fiscal discipline, 
maintain financial stability, avoid giving rise to moral hazard, ensure the adequacy of the 
country’s international reserves and guarantee certainty in the implementation of private 
contracts. 
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5.5.2 FISCAL DEVELOPMENTS 

Hungary is not currently subject to an EU Council decision on the existence of an 
excessive deficit. In the reference year 2013 the general government budget balance 
showed a deficit of 2.2% of GDP, i.e. below the 3% reference value. The general 
government gross debt-to-GDP ratio was 79.2%, i.e. above the 60% reference value (see 
Table 4). When compared with the previous year, the budget balance ratio deteriorated by 
0.1 percentage point and the public debt ratio improved by 0.6 percentage point. In 2014 
the deficit ratio is forecast by the European Commission to increase to 2.9% and the 
government debt ratio to 80.3%. With regard to other fiscal factors, the deficit ratio did 
not exceed the ratio of public investment to GDP in 2013, nor is it expected to in 2014. 

Looking at developments in Hungary’ s budgetary position over the period from 2004 to 
2013, the deficit-to-GDP ratio generally remained well above the 3% of GDP reference 
value each year until 2011, when Hungary recorded a surplus thanks to one-off and 
temporary revenue measures (of about 10% of GDP). These were primarily related to the 
transfer of pension assets from private pension schemes to the state pillar. In 2012 the 
balance reverted to deficit, although this was kept below the reference value throughout 
2013. Thus, in June 2013 the EU Council abrogated the excessive deficit procedure (EDP) 
which had been in place since Hungary joined the EU in 2004. 

As shown in greater detail in Chart 2b, European Commission estimates indicate that 
cyclical factors made a limited contribution to the change in the deficit ratio, with the 
notable exception of 2009, when they induced a large deterioration. Instead, non-cyclical 
factors broadly determined the volatile pattem of the general balance. Over the period 
under consideration, the available evidence suggests that temporary and one-off factors 
made a very sizeable contribution to the improvement in the budget balance in 2011 (as 
explained above) and had a relative ly large effect in 2010 and 2012 (mainly following the 
introduction of, and subsequent increases in, a special levy on financial institutions and 
other sector-specific levies). The remainder of the non-cyclical changes in the budget 
balance, as captured by changes in the structural balance, are explained by permanent 
effects. They seem to reflect a structural deterioration in Hungary’ s fiscal position until 
2006, an improvement over the period 2007-09 (mainly while subject to an EU-IMF 
financial assistance Programme), followed by another deterioration until 2012, when the 
structural balance improved significantly. 
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Turning to developments in general government gross debt, the debt-to-GDP ratio 
increased cumulatively by 19.7 percentage points between 2004 and 2013 (see Chart 3a 
and Table 6). As shown in greater detail in Chart 3b, primary deficits were the major 
driving factor behind debt developments before 2007, while the deficit-debt adjustment 
contributed most in 2008 (see Section 5.9). Since 2009 the increase in the debt ratio has 
mostly been driven by the negative growth-interest rate differential. The one-off large 
primary surplus in 2011 was almost entirely offset by the deficit-debt adjustment, which 
occurred primarily on account of the depreciation of the formt towards the end of the year. 
After Stabilising in 201 1, the debt ratio declined between 2012 and 2013 owing mainly to 
the primary surplus. 

As regards developments in Hungary’s general government debt structure, the share of 
government debt with a short-term maturity declined steadily from 17.7% in 2004 to a low 
of 8.7% in 2011, before increasing to a noticeable 14.3% in 2013 (see Table 6). Taking 
into account the level of the debt ratio, fiscal balances are relatively sensitive to changes in 
interest rates. The proportion of government debt denominated in foreign currency is high 
(42.1% at end-2013) and, given the Overall debt level, fiscal balances are highly sensitive 
to changes in exchange rates. The Hungarian government has not incurred contingent 
liabilities resulting from government interventions to Support financial institutions and 
financial markets during the crisis (see Section 5.9). The financial aid granted to some 
domestic credit institutions in 2009 - in the form of foreign exchange loans and 
acquisitions of shares - had already been repaid by the end of 2011. While no further 
Support has been given to the financial sector in response to the crisis since 2009 (other 
than an injection of Capital into the Hungarian Development Bank as of the fourth quarter 
of 2011), the current government incurred contingent liabilities in relation to the mortgage 
relief granted to households under successive agreements concluded with the Hungarian 
Banking Association over the period 2011-13. 

Moving on to examine trends in other fiscal indicators, Chart 4 and Table 5 show that the 
general government total expenditure-to-GDP ratio increased from 49.1% in 2004 to 
49.8% in 2013. This level remains high in comparison with other countries with a similar 
level of per capita income and even compared with some highly advanced economies. The 
pattem of the expenditure ratio has been volatile, broadly reflecting the consecutive 
periods of fiscal expansion and consolidation, in addition to the cyclical component. 
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Düring the period between 2004 and 2013 compensation of employees recorded a 
significant decline as a share of GDP, while interest payments recorded a more limited 
decline. Other current expenditure, Capital expenditure and social benefits other than in 
kind (the largest budgetary expenditure item) increased their share of GDP, though the 
latter recorded a gradual decline after peaking in 2009. In 2012 the government over- 
achieved its structural consolidation target, mostly through additional expenditure cuts. 
Government revenue in relation to GDP increased cumulatively by 5 percentage points to 
47.6% of GDP between 2004 and 2013. After the tax restructuring reform implemented in 
consultation with the International Monetary Fund and the European Commission in the 
second half of 2009, a further reduction in direct taxation took place in 201 1 following the 
introduction of a flat personal income tax rate (of 16%). After an initial round of measures 
in 2010, the government continued to rely heavily on distortive tax measures in 2012 and 
2013, including substantial hikes in the tax bürden on non-tradable sectors (financial 
intermediaries, large retail, telecommunications and public Utilities). In the latter category, 
several tax measures that were initially intended to be temporary have been extended or 
made permanent, with the consequences for the business climate and potential output 
likely, ceteris paribus, to be negative. 

Looking ahead, Hungary’s medium-term fiscal policy strategy, as presented in the 2014- 
17 update of the convergence Programme (dated April 2014, i.e. before the Installation of 
the new government), envisaged a deficit ratio of 2.9% in 2014, with a further decline to 
2.8% in 2015, to 2.5% in 2016 and fmally to 1.9% in 2017. This decline would be 
supported by cyclical factors. The structural balance is projected to deteriorate in 2014 and 
not show any significant improvement until 2017. According to the European 
Commission’ s projections, there is a risk of non-compliance with the debt reduction 
benchmark in 2014 and 2015. Between 2014 and 2015 the structural deficit will fall below 
the medium-term objective of -1.7%, which is the least demanding objective among all 
EU Member States. The 2014 budget continues to rely heavily on revenue measures and 
provides for a higher expenditure ratio than the 2013 convergence Programme, contrary to 
the latest Council recommendations. Targeting a deficit of 2.9% of GDP (higher than in 
the 2013 convergence Programme), it also implies fiscal loosening in structural terms 
compared with 2013 and contains a very limited safety margin to the EDP reference value. 

With regard to the fiscal prospects for Hungary, which has a public debt ratio above 60% 
of GDP (79.2% of GDP in 2013), Chart 5 presents some calculations of potential future 
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debt ratios using alternative assumptions for the fiscal balance. Assuming that Hungary 
achieves the overall fiscal position and public debt ratio projected by the European 
Commission for 2014, a balanced budget from 2015 onwards would reduce public debt to 
below 60% of GDP by 2021. However, if the primary balance ratio remains constant at its 
projected 2014 level of 0.9% of GDP, public debt would be reduced to below 60% of 
GDP only in 2031. At the same time, maintaining the overall deficit ratio at its projected 
2014 level of 2.9% of GDP would result in a very slow decline in the debt ratio (it would 
still be as high as 74.1% in 2024). These calculations are based on the assumption of a 
constant nominal rate of interest of 4.2% beyond 2013.^"^ The nominal GDP growth rate is 
as projected by the European Commission in its winter 2014 forecast for 2014 and 2015, 
remaining constant at the 2015 level thereafter. Deficit-debt adjustments are not taken into 
account in this exercise. While these mechanical calculations are purely illustrative and 
can by no means be regarded as forecasts, the indication that maintaining the overall 
deficit ratio at the 2014 level would lead to a very slow decline in the debt ratio highlights 
the need for effective implementation of further consolidation measures. 


Hungary signed the Treaty on Stability, Coordination and Governance in the Economic 
and Monetary Union (TSCG) on 2 March 2012 and ratified it in March 2013. In ratifying 
it, Hungary chose to apply (and include in its national legislation) the fiscal rules specified 
under Title III (“Fiscal Compacf ’) only upon adoption of the euro. 


As regards fiscal governance, in the context of the transposition of the “six-pack” Directive 
on minimum requirements for national budgetary frameworks (Council Directive 
201 1/85/EU), a number of amendments to the fiscal framework legislation were approved at 
the end of 2013. Notably, these cover the availability of fiscal data and planning documents, 
numerical rules and the medium-term budgetary framework. According to the European 
Commission’ s assessment, the newly introduced fiscal rules ensure that Hungarian fiscal 
policy is consistent with the requirement of the Stability and Growth Pact, though some 
existing design flaws - in particular the overly generous escape clauses from fulfilling the 
3% threshold - have not been corrected. Legislation was also introduced to strengthen 
medium-term budgetary planning, which was long overdue. As regards the Fiscal Council, 
after the weakening of its independent Status and supervisory capacity in 2010, some 
functional improvements have been carried out. Most notably, however, the EU Council 
recommendation to broaden the mandatory remit of the Fiscal Council has not yet been 
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implemented. Full compliance with the provisions for an enhanced national govemance 
framework under Council Directive 201 1/85/EU should be ensured. 

Turning to factors that will have an impact on Hungary’s public fmances over the long 
term, a sharp ageing of the population is expected, as highlighted in Fable 8. According to 
the 2012 projections by the European Commission and the EU’s Economic Policy 
Committee, starting from a level of 22.0% of GDP in 2010, Hungary is likely to 
experience a noticeable increase in strictly age-related public expenditure amounting to 
4.9 percentage points of GDP in the years to 2060, slightly above the EU average of 4.8 
percentage points of GDP.^^ The de facto abolition of the mandatory private pension pillar 
as of 2011 and the resulting takeover of pension liabilities by the National Pension 
Insurance Fund was included in this estimate. The growth of public pension expenditure 
will be mitigated to a certain degree by legislation adopted in 2012, which increases the 
statutory retirement age, tightens the conditions for early retirement, introduces CPI 
indexation of benefits and reforms the disability pension scheme. 

In terms of fiscal challenges, Hungary must ensure a sustainable reduction of the budget 
deficit through a growth-friendly consolidation mix, thereby putting the debt ratio on a 
clear downward path. In this respect, the new Hungarian government should specify 
additional structural consolidation measures for the medium term. Despite recent 
improvements, Hungary still has to strengthen its institutional fiscal framework. In 
particular, the role of the Fiscal Council and its de facto independence has yet to be 
strengthened. The newly approved legislative changes to make the medium-term 
budgetary framework more binding should be enforced effectively. Moreover, Hungary 
should make every effort to fully comply with its obligations under the enhanced Stability 
and Growth Pact. Over the longer run, the risks to medium-term fiscal sustainability 
warrant structural fiscal reforms that focus on avoiding pro-cyclical fiscal policies as well 
as improving the sustainability of the pension System, tax administration, municipalities’ 
fiscal responsibility and the Overall quality of economic govemance. 


European Commission and Economic Policy Committee, “The 2012 Ageing Report: Economic 
and budgetary projections for the EU-27 Member States (2010-2060)”. 
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5.5.3 EXCHANGE RATE DEVELOPMENTS 

In the two-year reference period from 16 May 2012 to 15 May 2014, the Hungarian formt 
did not participate in ERM II, but traded under a flexible exchange rate regime (see Table 
9a). Over the reference period the Hungarian currency mostly traded around its May 2012 
average exchange rate against the euro, which is used as a benchmark for illustrative 
purposes in the absence of an ERM II central rate. On 15 May 2014 the exchange rate 
stood at 303.62 forints per euro, i.e. 3.4% weaker than its average level in May 2012 (see 
Table 9a). Over the reference period the maximum upward deviation from this benchmark 
was 6.3%, while the maximum downward deviation amounted to 7.1% (see Chart 6 and 
Table 9a). 

The exchange rate of the Hungarian formt against the euro showed a high degree of 
volatility, as measured by annualised Standard deviations in daily percentage changes. 
Between May 2012 and August 2012 the Hungarian formt appreciated gradually against 
the euro by around 6% on account of improving global financial market conditions, 
growing Investor confidence in the region and high positive interest rate differentials vis- 
ä-vis euro area assets. After a short period of relative exchange rate stability, the forint 
depreciated by about 10% vis-ä-vis the euro in late 2012 and the first quarter of 2013 amid 
a worsening economic Outlook and easing monetary policy, as well as concems about 
government debt sustainability and the adequacy of foreign exchange reserves, which 
were also reflected in a rating downgrade in November 2012. Thereafter the forint 
recovered some of its losses, but came under renewed pressure during a period of 
increased volatility in mid-2013 against the background of investor uncertainty about the 
tapering-off of quantitative easing in the United States and depreciated in early 2014 
before recovering again from the end of the first quarter onwards. Over the reference 
period short-term interest rate differentials against the three-month EURIBOR stood at 
high levels, although they were declining gradually amid interest rate cuts by the Magyar 
Nemzeti Bank in an environment of decreasing inflation differentials vis-ä-vis the euro 
area (see Table 9b). 

Between November 2008 and late 2010 an international financial assistance arrangement 
of €20 billion was in place, led by the EU and the IMF. On 16 October 2008 the Magyar 
Nemzeti Bank and the ECB jointly announced an agreement on repurchase transactions to 
Support Hungary’s liquidity needs, which - as it helped to reduce financial vulnerabilities 
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- might also have contributed to reducing exchange rate pressures over the reference 
period. Moreover, in November 2011 Hungary requested further precautionary financial 
assistance from the EU and the IMF, but negotiations were limited to one official round in 
July 2012, as Hungary did not request further assistance and redeemed before schedule all 
reimbursements of the 2008-10 standby arrangement with the IMF. 

In a longer-term context, in April 2014 both the real effective exchange rate and the real 
bilateral exchange rate of the Hungarian forint against the euro stood below the 
corresponding ten-year historical averages (see Fable 10). However, these indicators 
should be interpreted with caution, as during this period Hungary was subject to a process 
of economic convergence, which complicates any historical assessment of real exchange 
rate developments. 

As regards other external developments, Hungary’ s current and Capital account has 
adjusted sharply in recent years. After reporting a large deficit of, on average, 7.0% of 
GDP between 2004 and 2008, the combined current and Capital account of the balance of 
payments reversed to reach a surplus of 0.9% in 2009 and widened gradually thereafter to 
3.5% in 2012 and 6.5% in 2013 (see Fable 11). Fhe improvement in the current account 
primarily reflected an increase in the goods and Services balance, mainly owing to robust 
export growth and the sustained weakness in domestic demand. By contrast, the income 
deficit remained broadly unchanged at above 6% of GDP in 2012 and 2013. Fhe large 
current and Capital account deficit had been fmanced mainly by net inflows in direct and 
portfolio investment until 2006, and, at the later stage of the strong growth period, also by 
very large inflows of other investment, mainly in the form of bank loans. Fhe sharp 
adjustment in Hungary’ s balance of payments was associated with a significant 
contraction of these Capital inflows, in particular in the other investment account which 
recorded a deficit of 12.7% of GDP in 2012 and -10.6% in 2013. At the same time 
Hungary recorded small surpluses on the balances on foreign direct and portfolio 
investment. Against this background, gross external debt, which had increased sharply 
from 71.1% of GDP in 2004 to 150.0% in 2011, decreased to 129.6% of GDP in 2012 and 
118.7% of GDP in 2013. At the same time Hungary’s net international investment 
Position, which had also deteriorated sharply from -85.4% of GDP in 2004 to a trough of 
-117.2% in 2009, improved to -103.2% of GDP in 2012 and -93.0% of GDP in 2013. 
However, the country’s net foreign liabilities are still very high. Fiscal and structural 
policies therefore continue to be important for supporting external sustainability and the 
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competitiveness of the economy. Hungary is a small open economy; the ratio of foreign 
trade in goods and Services to GDP increased from 64.7% of GDP in 2004 to 95.9% in 
2013 for exports and from 67.9% in 2004 to 88.0% in 2013 for Imports. Over the same 
period Hungary’s share in world exports declined from 0.58% to 0.54%. 

Concerning measures of economic integration with the euro area, in 2013 exports of goods 
to the euro area constituted 56.0% of total goods exports, whereas the corresponding 
figure for Imports amounted to 55.3%. The share of euro area countries in Hungary’s 
inward direct investment stood at 71.1% in 2013 and in its portfolio investment liabilities 
at 47.8% in 2012. The share of Hungary’s assets invested in the euro area amounted to 
31.4% in the case of direct investment in 2013 and 64.2% for portfolio investment in 2012 
(see Table 12). 
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5.5.4 LONG-TERM INTEREST RATE DEVELOPMENTS 

Long-term interest rates in Hungary were 5.8% on average over the reference period from 
May 2013 to April 2014 and were thus below the 6.2% reference value for the interest rate 
convergence criterion (see Table 13). 

Following a decline from 2004 until September 2005, long-term interest rates increased 
during 2006 as a result of renewed inflation and fiscal concerns (see Chart 7a). Plans for 
fiscal consolidation and favourable sentiment in financial markets fostered some declines 
of long-term interest rates in 2007, but in 2008 they increased again, reflecting increasing 
global risk aversion and further downgrades of the long-term credit rating at the end of 
2008. In November 2008 an international financial assistance arrangement was put in 
place, but went off track in June 2010. As tensions in international financial markets 
gradually eased and liquidity recovered, long-term interest rates declined in 2009, but 
remained volatile throughout 2010, particularly during the increase in sovereign debt 
market tensions. During the second half of 2011, in the context of international financial 
market uncertainty, concerns about the country’s fiscal Situation and government policies 
that had eroded foreign investor confidence were reflected in rating downgrades, a 
weakening currency and steadily increasing long-term interest rates. At the end of 2011 
Hungary requested further possible EU-IMF financial assistance. From 2012 until May 
2013, long-term interest rates decreased substantially from 9.0% to 5.1%. An 
improvement in the fiscal balance, as well as a decrease in global risk aversion and strong 
demand from foreign investors in 2012, contributed to the decline in long-term interest 
rates. In addition, monetary policy rates were lowered for 21 consecutive months starting 
in August 2012, partly as a response to a sharp decline in inflation during the 2012 
recession. In May 2013 the declining trend of long-term interest rates suddenly reversed in 
light of financial market uncertainty related to the possible reduction in asset purchases by 
the Federal Reserve System. Since then, long-term interest rates have been volatile. At the 
end of the reference period they stood at 5.8%, reflecting mainly domestic imbalances. 

The long-term interest rate differential with the euro area average fluctuated, largely in 
line with long-term interest rate developments, between 2.0 and 4.5 percentage points 
between 2004 and September 2008 (see Chart 7b). The spread increased in late 2008 to 
reach a historical high of 7.8 percentage points in March 2009, indicating increased risk 
aversion and concerns about domestic economic imbalances. The interest rate differential 
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then declined strongly until May 2013 and has been volatile ever since. Düring the 
reference period it remained the highest among non-euro area EU Member States, 
reflecting unresolved concerns about, for example, debt sustainability, and stood at 3.2 
percentage points with respect to the euro area average (and 3.9 percentage points with 
respect to the AAA euro area yield) in April 2014. 

Regarding the market structure, Hungary’s Capital market is smaller and much less 
developed than the euro area average (see Table 14). The outstanding amount of debt 
Securities issued by corporations has increased in recent years and stood at 30.2% of GDP 
in 2013. The importance of the stock market for the fmancing of the corporate sector is 
limited compared with the fmancing provided by the banking sector. Foreign-owned 
banks play a major role in the banking sector, and the majority of loans to the private 
sector are in foreign currencies. The legacy of a large share of foreign currency loans, and 
in particular loans in Swiss francs to households, remains a major vulnerability. 
Government measures to shield unhedged borrowers from the impact of the forint 
depreciation have improved the debt servicing ability of households, but have passed on 
the risks from the households to banks and the sovereign. At the end of 2013, stock market 
capitalisation stood at 15.4% of GDP, while the value of outstanding bank loans to the 
private sector was equal to 50.4% of GDP following a sharp decline since 2010. However, 
all of these ratios remain low in comparison with the euro area. The international Claims of 
euro area banks on banks in Hungary stood at 1 1.3% of total liabilities in 2013. 
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Hungary 


I PRICE DEVELOPMENTS 


Table I HICP Inflation 


(annual percentage changes) 

Jan. 

Feb. 

2014 

Mar. 

Apr. 1 

May 2013 
to Apr. 2014 

HICP Inflation 

0.8 

0.3 

0.2 

-0.2 

1.0 

Reference value‘^ 





1.7 

Euro area^^ 

0.8 

0.7 

0.5 

0.7 

1.0 


Source: European Commission (Eurostat). 

1) The basis of the calculation for the period May 20 13 -April 2014 is the unweighted arithmetic average of 
the annual percentage changes in the HICP for Latvia, Portugal and Ireland plus 1.5 pereentage points. 

2) The euro area is included for information only. 


Chart I Price developments 


(average annual percentage changes) 
HICP 

■ ■ ■ ■ unit labour eosts 



Table 2 Measures of Inflation and related indkators 


(annual pereentage changes, unless otherwise stated) 



1 2004 1 

2005 1 

2006 

2007 

2008 1 

2009 1 

2010 1 

2011 1 

2012 1 

2013 

Measures of inflation 

HICP 

6.8 

3.5 

4.0 

7.9 

6.0 

4.0 

4.7 

3.9 

5.7 

1.7 

HICP excluding unprocessed food and energy 

6.4 

2.7 

2.5 

6.7 

5.1 

4.1 

3.3 

3.0 

5.0 

3.0 

HICP at constant tax ratest 

5.0 

3.3 

5.3 

6.6 

5.9 

2.2 

2.5 

3.7 

3.5 

1.2 

CPI 

6.7 

3.6 

3.9 

8.0 

6.1 

4.2 

4.9 

3.9 

5.7 

1.7 

Private eonsumption deflator 

5.6 

3.6 

3.5 

6.9 

5.3 

3.9 

3.9 

4.2 

6.1 

1.7 

GDP deflator 

5.2 

2.5 

3.5 

5.4 

5.3 

3.6 

2.4 

2.6 

3.2 

2.7 

Producer priees^) 

8.4 

6.1 

8.4 

6.4 

11.8 

1.5 

7.3 

6.1 

5.3 

-0.5 

Related indicators 

Real GDP growth 

4.8 

4.0 

3.9 

0.1 

0.9 

-6.8 

1.1 

1.6 

-1.7 

1.1 

GDP per eapita in PPS^) (euro area = 100) 

57.9 

58.1 

58.0 

56.7 

58.9 

60.2 

60.8 

61.8 

61.6 


Comparative price levels (euro area = 100) 

60.2 

62.1 

59.5 

65.9 

67.3 

59.7 

61.0 

59.6 

59.1 


Output gap4) 

3.1 

3.9 

5.2 

3.2 

2.5 

-4.9 

-3.9 

-2.5 

-4.2 

-3.4 

Unemployment rate (%)5) 

6.1 

7.2 

7.5 

7.4 

7.8 

10.0 

11.2 

11.0 

10.9 

10.2 

Unit labour eosts, whole economy 

4.2 

2.7 

2.0 

6.2 

4.4 

2.8 

-0.7 

2.3 

2.5 

4.0 

Compensation per employee, whole economy 

10.3 

7.1 

5.6 

5.5 

7.2 

-1.7 

-0.5 

3.6 

0.8 

4.7 

Labour productivity, whole economy 

5.8 

4.3 

3.4 

-0.6 

2.7 

-4.4 

0.2 

1.3 

-1.7 

0.7 

Imports of goods and Services deflator 

-1.0 

1.3 

8.0 

-4.3 

1.7 

1.4 

1.9 

5.1 

4.1 

-0.6 

Nominal effeetive exchange rate®) 

2.3 

0.3 

-6.4 

6.2 

1.0 

-9.5 

-1.2 

-1.2 

-5.6 

-1.2 

Money supply (M3)^) 

12.6 

13.6 

13.7 

11.7 

6.8 

3.3 

2.6 

2.3 

-2.0 

6.1 

Lending from banks*) 

21.9 

16.8 

19.5 

17.7 

8.3 

-5.4 

-5.2 

-13.2 

-5.5 

-4.1 

Stock priees (Budapest BUX Index) 

57.2 

41.0 

19.5 

5.6 

-53.3 

73.4 

0.5 

-20.4 

7.1 

2.2 

Residential property priees 

9.1 

0.9 

-1.1 

2.0 

2.5 

-5.3 

-2.4 

-3.4 

-3.8 



Sourees: European Commission (Eurostat), national data (CPI, money supply, lending from banks and residential property priees) and 
European Commission (output gap). 

1) The differenee between the "HICP" and the "HICP at constant tax rates" shows the theoretical impaet of ehanges in indirect taxes 
(e.g. VAT and excise duties) on the Overall rate of Inflation. This impaet assumes a full and instantaneous pass-through of tax rate 
changes on the price paid by the consumer. 

2) Domestie sales, total industry excluding construction. 

3) PPS Stands for purehasing power Standards. 

4) Percentage differenee of potential GDP: a positive (negative) sign indicates that actual GDP is above (below) potential GDP. 

5) The definition conforms to ILO guidelines. 

6) A positive (negative) sign indicates an appreciation (depreciation). 

7) The series includes repurchase agreements with central counterparties. 

8) Not adjusted for the dereeognition of loans from the MFI statistieal balance sheet due to their sale or seeuritisation. 
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Hungary 


Table 3 Recent Inflation trends and forecasts 

(annual pereentage changes) 






(a) Recent trends in the HICP 


2013 

2014 



I Nov. I 

Dec. 1 

Jan. 1 

Feb. 

Mar.| 

Apr. 

HICP 






Annual pereentage change 0.4 

0.6 

0.8 

0.3 

0.2 

-0.2 

Change in the average of the latest three months from the 
previous three months, annualised rate, seasonally adjusted 0. 1 

-0.9 

-1.2 

-0.8 

-0.4 

-0.8 

Change in the average of the latest six months from the 

previous six months, annualised rate, seasonally adjusted 1 .2 

0.9 

0.6 

0.3 

-0.1 

-0.5 

Sourees: European Commission (Eurostat) and ECB ealeulations. 






(b) Inflation forecasts 

, 


2014 1 


2015 

HICP, European Commission (Spring 2014) 



1.0 


2.8 

CPI, OECD (May 2014) 



0.5 


2.8 

CPI, IMF (April 2014) 



0.9 


3.0 

CPI, Consensus Economics (April 2014) 



1.0 


2.9 


Sources: European Commission, OECD, IMF and Consensus Eeonomies. 
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2 FISCAL DEVELOPMENTS 


Table 4 General government fiscal position 




(as a percentage of GDP) 

2012 

2013 

20141) 

General govemment surplus (+)/de fielt (-) 

-2.1 

-2.2 

-2.9 

Reference value 

-3.0 

-3.0 

-3.0 

Surplus/deficit, net of govemment investment expenditure^) 

1.4 

1.7 

1.5 

General govemment gross debt 

79.8 

79.2 

80.3 

Reference value 

60.0 

60.0 

60.0 


Sources: European Commission (Eurostat, DG ECFIN) and ECB calculations. 

1) European Commission projections. 

2) A positive (negative) sign indicates that the government deficit is lower (higher) than govemment investment expenditure. 


Table 5 General government budgetary position 


(as a percentage of GDP) 



2004 

2005 

2006 

2007 

2008 

2009 

2010 

2011 

2012 1 

2013 

Total revenue 

42.6 

42.2 

42.7 

45.6 

45.5 

46.9 

45.6 

54.3 

46.6 

47.6 

Current revenue 

42.2 

41.5 

41.8 

44.7 

44.9 

45.4 

42.8 

41.7 

43.8 

44.3 

Direct taxes 

9.0 

9.0 

9.4 

10.3 

10.6 

9.9 

8.1 

6.4 

7.0 

6.9 

Indirect taxes 

16.1 

15.5 

15.0 

15.9 

15.6 

16.6 

17.1 

16.9 

18.2 

18.3 

Social Security contributions 

12.4 

12.6 

12.7 

13.9 

13.8 

13.3 

12.2 

13.3 

13.3 

13.4 

Other current revenue 

4.7 

4.4 

4.8 

4.6 

4.9 

5.5 

5.5 

5.1 

5.3 

5.7 

Capital revenue 

0.4 

0.6 

0.9 

0.9 

0.6 

1.5 

2.7 

12.6 

2.8 

3.3 

Total expenditure 

49.1 

50.1 

52.1 

50.7 

49.3 

51.5 

49.9 

50.0 

48.6 

49.8 

Current expenditure 

44.3 

44.7 

45.8 

45.1 

45.1 

47.1 

45.2 

44.1 

43.7 

44.6 

Compensation of employees 

12.6 

12.6 

12.2 

11.7 

11.6 

11.5 

11.0 

10.3 

10.1 

10.3 

Social benefits other than in kind 

14.0 

14.5 

15.0 

15.5 

15.9 

16.5 

16.0 

15.6 

15.5 

15.3 

Interest payable 

4.4 

4.1 

3.9 

4.2 

4.2 

4.7 

4.1 

4.1 

4.3 

4.2 

of which: impact of swaps and FRAsi) 

0.0 

0.0 

-0.1 

0.0 

0.0 

0.1 

-0.1 

-0.1 

-0.1 

-0.2 

Other current expenditure 

13.2 

13.4 

14.7 

13.8 

13.4 

14.3 

14.0 

14.0 

13.9 

14.9 

Capital expenditure 

4.8 

5.4 

6.3 

5.6 

4.2 

4.4 

4.7 

5.9 

4.9 

5.2 

Surplus (+)/deficit (-) 

-6.5 

-7.9 

-9.4 

-5.1 

-3.7 

-4.6 

-4.3 

4.3 

-2.1 

-2.2 

Primary balance 

-2.0 

-3.8 

-5.5 

-1.0 

0.5 

0.1 

-0.2 

8.5 

2.2 

2.1 

Surplus/deficit, net of govemment 
investment expenditure 

-2.9 

-4.0 

-4.9 

-1.5 

-0.8 

-1.5 

-0.9 

7.4 

1.4 

1.7 


Sources: ESCB and European Co mm ission (Eurostat). 

Notes: Differences between totals and the sum of their components are due to rounding. Interest payable as reported under the excessive 
deficit procedure. The item "impact of swaps and FRAs" is equal to the difference between the interest (or deficit/surplus) as defined 
in the excessive deficit procedure and in the ESA 95. See Regulation (EC) No 2558/2001 of the European Parliament and of the Council of 
3 December 2001 amending Council Regulation (EC) No 2223/96 as regards the reclassification of Settlements under swap arrangements and 
under forward rate agreements (OJ L 344, 28.12.2001, p. 1). 

1) FRAs Stands for forward rate agreements. 
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Chart 2 General government surnlus (+ydeficit (-1 

(a) Levels (b) Annual change and underlying factors 0 

(as a percentage of GDP) (in percentage points of GDP) 


levels 



cyclical factors 
non-cyclical factors 
total change 



2004 2006 2008 2010 2012 



Sources: European Commission (Eurostat) and ECB calculations. 

Note: In Chart 2b a negative (positive) value indicates a contribution to an increase (reduction) in a deficit. 

1) The positive impact from non-cyclical factors in 201 1 (and consequently the negative effect in 2012) primarily reflects one-off and 
temporary measures (of about 10% of GDP), as explained in Section 5.2 of Chapter 5. Netting out this temporary impact, the structural 
balance to GDP ratio, as estimated by the European Commission, deteriorated by 0.8 percentage point in 201 1 and improved by 
3.2 percentage points in 2012. 


Table 6 General government gross debt - structural features 



2004 

2005 

2006 

2007 

2008 

2009 

2010 

2011 1 

2012 

2013 

Total debt (as a percentage of GDP) 

59.5 

61.7 

65.9 

67.0 

73.0 

79.8 

82.2 

82.1 

79.8 

79.2 

Composition by currency (% of total) 

In dorne Stic currency 

73.5 

71.0 

70.8 

68.4 

59.9 

53.6 

52.9 

48.1 

56.5 

57.9 

In foreign currencies 

26.5 

29.0 

29.2 

31.6 

40.1 

46.4 

47.1 

51.9 

43.5 

42.1 

Euro 

24.5 

26.5 

28.6 

29.6 

37.9 

44.3 

44.7 

49.8 

41.7 

41.5 

Other foreign currencies 

2.0 

2.5 

0.6 

2.0 

2.1 

2.1 

2.4 

2.1 

1.8 

0.6 

Domestic ownership (% of total) 

57.8 

54.3 

53.5 

51.0 

48.4 

44.4 

43.2 

34.8 

38.1 

42.3 

Average residual maturity (in years) 

4.1 

4.6 

4.6 

4.7 

4.5 

4.6 

4.6 

5.1 

4.7 

4.6 

Composition by maturity') (% of total) 

Short-term (up to and including one year) 

17.7 

15.9 

16.1 

13.3 

10.5 

10.4 

9.6 

8.7 

12.2 

14.3 

Medium and long-term (over one year) 

82.3 

84.1 

83.9 

86.7 

89.5 

89.6 

90.4 

91.3 

87.8 

85.7 


Sources: ESCB and European Commission (Eurostat). 

Notes: Year-end data. Differences between totals and the sum of their components are due to rounding. 
1) Original maturity. 


Chart 3 General government gross debt 

(a) Levels I (b) Annual change and underlying factors 

(as a percentage of GDP) H (in percentage points of GDP) 


levels 



90 

10 

80 

5 

70 

0 

60 

-5 

50 

-10 



primary balance 
growth/interest rate differential 
deficit-debt adjustment 
change in debt-to-GDP ratio 


10 



2004 2006 2008 2010 2012 


Sources: European Commission (Eurostat) and ECB. 

Note: In Chart 3b a negative (postitive) value indicates a contribution of the respective factor to a decrease (increase) in the debt ratio. 
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Chart 4 General government expenditure I Chart 5 Potential future debt ratlos under 

and revenue(asa percentage of GDP) alternative assumptions for fiseal balanee ratios 


total expenditure 
total revenue 



2004 2006 2008 2010 2012 


CZ] constant primary balanee 
I I constant overall balanee 
balanced budget 



2014 2015 2016 2017 


Source: ESCB. Sources: European Commission’s European Economic Forecast, 

Spring 2014 and ECB calculations. 

Notes: The three scenarios assume that the debt ratio for 2014 is 
80.3% of GDP and that the overall balanee of -2.9% of GDP 
or the primary balanee of 0.9% of GDP for 2014 will be kept 
constant over the period considered (as a percentage of GDP), or, 
alternative ly, that a balanced budget is maintained from 2015 
onwards. The nominal GDP growth rate and implicit interest 
rate are as projected by the European Commission for 2014-15. 
Thereafter, the nominal GDP growth rate is kept constant 
at the 2015 level and the implicit interest rate at 4.2%. 
Deficit-debt adjustments are assumed to be equal to zero. 


Table 7 General government deficit-debt adjustment 







(as a percentage of GDP) 

2004 1 

2005 1 

2006 

2007 1 

2008 1 

2009 1 

2010 1 

2011 

2012 1 

2013 

Change in general government debt') 

6.4 

5.8 

8.5 

4.6 

9.8 

4.2 

5.0 

3.3 

-1.1 

2.3 

General government surplus (+)/de fielt (-) 

-6.5 

-7.9 

-9.4 

-5.1 

-3.7 

-4.6 

-4.3 

4.3 

-2.1 

-2.2 

Deficit-debt adjustment 

-0.1 

-2.1 

-0.9 

-0.5 

6.1 

-0.4 

0.7 

7.6 

-3.2 

0.1 


Net acquisitions (+)/net sales (-) of 


financial assets 

1.9 

-2.1 

-0.5 

0.1 

5.0 

-0.5 

-1.7 

4.1 

-1.2 

-1.0 

Currency and deposits 

1.1 

-0.1 

0.5 

0.6 

6.0 

-2.7 

-0.8 

0.5 

0.3 

-1.6 

Loans and securities other than shares 

0.4 

0.3 

0.0 

-0.5 

-0.4 

2.1 

-0.7 

-0.4 

-0.3 

0.3 

Shares and other equity 

-0.5 

-2.3 

-1.2 

-0.3 

-0.6 

0.1 

0.0 

4.4 

-0.7 

-0.4 

Privatisations 

-0.3 

-2.5 

-0.1 

-0.5 

-0.6 

-0.1 

-0.1 

-0.1 

0.0 

0.0 

Equity injections 

0.1 

0.2 

0.1 

0.0 

0.0 

0.1 

0.1 

0.2 

0.1 

0.3 

Other 

-0.3 

0.0 

-1.2 

0.1 

-0.1 

0.0 

0.1 

4.3 

-0.8 

-0.7 

Other financial assets 

0.9 

0.1 

0.2 

0.3 

0.0 

0.0 

-0.2 

-0.4 

-0.4 

0.7 

Valuation changes of general government 
debt 

-1.2 

0.1 

0.0 

-0.3 

0.9 

-0.1 

1.7 

4.9 

-2.5 

0.7 

Foreign exchange holding gains (-)/losses (+) 

-1.0 

0.6 

-0.1 

-0.1 

0.8 

0.2 

1.9 

4.9 

-2.4 

0.8 

Other valuation effects^) 

-0.2 

-0.4 

0.1 

-0.2 

0.1 

-0.2 

-0.1 

0.0 

-0.1 

-0.1 

Other3) 

-0.9 

-0.1 

-0.4 

-0.4 

0.2 

0.1 

0.6 

-1.4 

0.5 

0.4 


Sources: ESCB and European Co mm ission (Eurostat). 

Note: Differences between totals and the sum of their components are due to rounding. 

1) Annual change in debt in period / as a percentage of GDP in period t, i.e. [debt(t) - debt(t-l)]/GDP(t). 

2) Includes the difference between the nominal and market valuation of general government debt. 

3) Transactions in other accounts payable (government liabilities), sector reclassifications and Statistical discrepancies. This item may also 
cover certain cases of debt assumption and Settlements under swaps and forward rate agreements. 
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Table 8 Projections of the ageing-induced fiscal bürden 


(percentages) 



2010 

2020 

2030 

2040 

2050 

2060 

Elderly dependency ratio (population aged 65 and over as a 
Proportion of the population aged 15-64) 

24.2 

30.5 

34.4 

39.8 

47.3 

52.4 

Age-related govemment expenditure (in pereentage points 
ofGDP)!) 

22.0 

21.7 

21.5 

23.0 

25.1 

26.9 


Sources: European Commission (Eurostat) and The 2012 Ageing Report: Economic and budgetary projections for the 27 EU Member States 
(2010-2060), a joint report prepared by the European Commission (DG ECFIN) and the Eeonomie Poliey Committee. 

1) The Ageing Working Group (AWG) risk seenario, strietly age-related item. 
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3 EXCHANGE RATE DEVELOPMENTS 


Table 9 (a) Exchange rate stability 


Participation in the exchange rate mechanism (ERM II) No 

Exchange rate level in May 2012 in HUF/EUR 293.672 


Maximum upward deviationO 6.3 

Maximum downward deviationo -7.1 


Souree: ECB. 

1) Maximum pereentage deviations of the bilateral exehange rate against the euro from its average level in May 2012 over the period 
16 May 2012-15 May 2014, based on daily data at business frequeney. An upward (downward) deviation implies that the 
eurrency was stronger (weaker) than its exchange rate level in May 2012. 


Table 9 (b) Key indicators of exchange rate pressure for the Hungarian forint 


(average of three-month period ending in speeified month) 

2012 2013 2014 



June| 

Sep,| 

Dec. 

Mar, 

June| 

Sep.| 

Dec. 

Mar, 

Exchange rate volatilityh 

11.8 

8.9 

7.8 

8.8 

10.8 

7.5 

5.5 

7.4 

Short-term interest rate differentiaP) 

7.5 

7.5 

6.6 

5.6 

4.3 

3.9 

3.1 

2.8 


Sources: National data and ECB caleulations. 

1) Annualised monthly Standard deviation (as a pereentage) of daily pereentage ehanges in the exehange rate against the euro. 

2) Differential (in pereentage points) between three-month interbank interest rates and the three-month EURIBOR. 


Chart 6 Hungarian forint: nominal exchange rate development against the euro 

(a) Exchange rate over the reference period (daily data; 
average of May 2012 = 100; 16 May 2012-15 May 2014) 

1 

(b) Exchange rate over the last ten years (monthly data; 
average of May 2012 = 100; May 2004-May 2014) 
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Souree: ECB. 

Note: An upward (downward) movement of the line indieates an appreeiation (depreeiation) of the Hungarian forint. 
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Table 10 Hungarian forint: real exchange rate developments 

(monthly data; percentage deviation in April 2014 from the ten-year average ealeulated for the period May 2004-April 2014) 








1 



Apr. 2014 

Real bilateral exchange rate against the euroo 

Memo items: 










-3.6 

Nominal effective exchange rate^) 










-12.4 

Real effective exchange rate 0 . 2 ) 










-4.7 

Source: ECB. 











Note: A positive (negative) sign indicates an appreciation (depreciation). 









1) Based on HICP and CPI developments. 











2) Effective exchange rate against the euro, the currencies 

of the non-euro area EU Member States and those of ten other major trading 

Partners. 











Table 1 1 External developments 

(as a percentage of GDP, unless otherwise stated) 

2004 

2005 

2006 

2007 

2008 

2009 

2010 

2011 1 

2012 1 

2013 

Balance of payments 

Current account and Capital account balance') 

-8.5 

-6.8 

-6.6 

-6.6 

-6.3 

0.9 

2.0 

2.7 

3.5 

6.5 

Current account balance 

-8.6 

-7.5 

-7.4 

-7.3 

-7.3 

-0.2 

0.2 

0.4 

0.8 

3.0 

Goods balance 

-3.8 

-2.9 

-2.8 

-0.7 

-1.1 

2.6 

2.5 

3.1 

3.6 

4.4 

Services balance 

0.6 

1.4 

1.6 

1.3 

1.4 

2.2 

3.0 

3.2 

3.5 

3.6 

Income balance 

-5.2 

-5.7 

-5.9 

-7.4 

-7.1 

-5.4 

-5.7 

-6.5 

-6.6 

-6.1 

Current transfers balance 

-0.2 

-0.3 

-0.3 

-0.5 

-0.6 

0.4 

0.4 

0.6 

0.4 

1.1 

Capital account balance 

0.1 

0.7 

0.8 

0.7 

1.0 

1.2 

1.8 

2.3 

2.6 

3.5 

Combined direct and portfolio investment balance^) 

9.7 

8.9 

8.2 

-1.4 

0.0 

-4.1 

0.6 

7.5 

4.0 

3.8 

Direct investment balance 

3.1 

5.0 

2.6 

0.2 

2.7 

0.1 

0.8 

1.2 

2.1 

0.6 

Portfolio investment balance 

6.6 

3.9 

5.6 

-1.6 

-2.6 

-4.2 

-0.3 

6.3 

1.9 

3.1 

Other investment balance 

2.4 

4.7 

1.4 

7.3 

16.9 

9.1 

0.6 

-3.8 

-12.7 

-10.6 

Reserve assets 

-1.9 

-4.4 

-1.0 

-0.1 

-7.6 

-6.2 

-3.0 

-3.7 

3.5 

-1.2 

Exports of goods and Services 

64.7 

67.7 

77.3 

80.8 

81.3 

77.3 

84.7 

91.3 

94.4 

95.9 

Imports of goods and Services 

67.9 

69.1 

78.5 

80.2 

81.0 

72.5 

79.2 

85.0 

87.4 

88.0 

Net international investment position^) 

-85.4 

-94.4 ■ 

■102.8 - 

105.1 - 

106.0 

-117.2 

-113.3 

-107.4 ■ 

■103.2 

-93.0 

Gross external debP) 

Memo item: 

71.1 

82.4 

92.4 

105.4 

123.2 

144.9 

145.4 

150.0 

129.6 

118.7 

Export market shares^) 

0.58 

0.58 

0.58 

0.63 

0.63 

0.62 

0.57 

0.56 

0.52 

0.54 

Source: ECB. 











1) Differences between totals and the sum of their components are due to rounding. 








2) End-of-period outstanding amounts. Data for direct investment other Capital are included in the gross external debt figures. 


3) As a percentage of total world goods and Services exports. 










Table 12 Indicators of Integration with the 

euro 

area 








(as a percentage of the total, unless otherwise stated) 

2004 1 

2005 1 

2006 1 

2007 1 

2008 1 

2009 1 

2010 1 

2011 1 

2012 1 

2013 

External trade with the euro area 

Exports of goods 

65.5 

62.8 

60.5 

59.1 

57.2 

58.3 

56.6 

55.0 

55.1 

56.0 

Imports of goods 

Investment position with the euro area 

56.3 

56.8 

55.5 

55.1 

54.6 

55.1 

52.8 

54.0 

55.3 

55.3 

Inward direct investment'^ 

67.6 

63.2 

62.2 

66.3 

73.3 

67.3 

72.9 

73.9 

72.3 

71.1 

Outward direct investment') 

51.0 

51.7 

42.4 

35.8 

39.7 

30.1 

21.1 

19.7 

30.6 

31.4 

Portfolio investment liabilities') 

71.9 

76.6 

69.8 

66.6 

68.0 

64.6 

55.7 

53.4 

47.8 


Portfolio investment assets') 

46.7 

49.4 

72.5 

77.9 

73.3 

66.3 

63.2 

66.0 

64.2 


Memo items: 

External trade with the EU 











Exports of goods 

84.4 

82.3 

80.7 

80.4 

79.8 

80.2 

78.4 

77.4 

77.4 

77.9 

Imports of goods 

68.6 

70.1 

70.5 

69.8 

68.5 

69.0 

68.0 

69.7 

70.7 

71.7 


Sources: ESCB, European Commission (Eurostat) and IMF. 
1) End-of-period outstanding amounts. 
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4 LONG-TERM INTEREST RATE DEVELOPMENTS 


Table I3 Long-term Interest rates (LTIRs) 


(percentages; average of observations through period) 

Jan. 

1 

Feb. 

1 

Mar, 

2014 

Apr, 1 

May 2013 
to Apr. 2014 

Long-term interest rate 

5.6 

6.0 

5.8 

5.6 

5.8 

Reference value’) 

- 

- 

- 

- 

6.2 

Euro area^^ 

2.8 

2.6 

25 

2.4 

2.9 

Euro area (AAÄf^ 

2.0 

1.8 

1.8 

1.7 

1.9 


Sources: ECB and European Commission (Eurostat). 

1) The basis of the ealeulation for the period May 2013-April 2014 is the unweighted arithmetie average of the interest rate levels 
in Ireland, Latvia and Portugal plus 2 percentage points. 

2) The euro area average is ineluded for information only. 

3) The euro area AAA par yield eurve for the ten-year residual maturity is ineluded for information only. 


Chart 7 Long-term Interest rate (LTIR) 

(a) Long-term Interest rate (LTIR) I (b) LTIR and HICP Inflation differentials vis-ä-vis the euro area 

(monthly averages in percentages) H (monthly averages in pereentage points) 


long-term interest rate 


long-term interest rate differential 
HICP Inflation differential 



2004 2006 2008 2010 2012 




V' ' . rt 

A/A 1 \A 1 


y\/w\ 

1 '* 1 \jy 1 


<0 '' 
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4 

2 

0 

-2 


Sourees: ECB and European Commission (Eurostat). 


Table 14 Selected Indicators of financial development and Integration 


(as a pereentage of GDP, unless otherwise stated) 



2004 

2005 

2006 

2007 

2008 

2009 

2010 

2011 

2012 

2013 

Memo item: 

euro area 

2013 

Debt seeurities issued by corporations') 

10.4 

11.4 

13.1 

14.3 

20.6 

29.1 

27.8 

27.7 

26.7 

30.2 

95.3 

Stock market capitalisation^) 

24.8 

31.7 

33.8 

32.0 

13.3 

22.1 

21.7 

16.5 

16.3 

15.4 

58.1 

MFI credit to non-govemment residents^) 

44.8 

50.0 

54.5 

60.6 

68.2 

68.1 

67.9 

64.8 

55.3 

50.4 

125.0 

Claims of euro area MFIs on resident MFIs"') 16.5 

18.5 

19.5 

21.4 

26.2 

23.6 

22.3 

20.5 

13.5 

11.3 

7.0 

Private sector credit flow^) 

11.6 

15.2 

15.7 

20.3 

30.0 

1.1 

-20.5 

7.5 

-6.0 

-3.9 

-0.4 

Private sector debt^) 

77.0 

90.7 

97.9 

111.1 

139.8 

149.1 

133.3 

147.6 

131.4 

120.8 

164.5 

Financial sector liabilities’) 

16.7 

21.1 

18.0 

13.4 

14.6 

8.2 

3.2 

-2.7 

-8.2 

3.5 

-2.5 
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Sourees: ESCB, European Commission (Eurostat), Federation of European Seeurities Exehanges, OMX and national stoek exehanges. 

1) Outstanding amount of debt seeurities issued by resident non-finaneial corporations, MFIs and other finaneial corporations. 

2) Outstanding amounts of quoted shares issued by residents at the end of the period at market values. 

3) MFI (excluding NCB) eredit to domestie non-MFI residents other than the general govemment. Credit ineludes outstanding amounts 
of loans and debt seeurities. 

4) Outstanding amount of deposits and debt seeurities issued by domestie MFIs (exeluding the NCB) held by euro area MFIs as a 
pereentage of total liabilities of domestie MFIs (excluding the NCB). Total liabilities exclude Capital and reserves and remaining 
liabilities. 

5) Transactions in seeurities other than shares issued and loans taken out by institutional sectors: non-finaneial corporations, households 
and non-profit institutions serving households. 

6) Outstanding amounts of seeurities other than shares issued and loans taken out by institutional sectors: non-finaneial corporations, 
households and non-profit institutions serving households. 

7) Sum of all liabilities of the total financial sector. The indicator is expressed as a year-on-year percentage change. 
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5.6 POLAND 

5.6.1 PRICE DEVELOPMENTS 

Over the reference period from May 2013 to April 2014, the 12-month average rate of 
HICP Inflation in Poland was 0.6%, i.e. well below the reference value of 1.7% for the 
criterion on price stability (see Table 1). On the basis of the most recent information, the 
12-month average rate of HICP Inflation is expected to increase in the coming months. 

Looking back over a longer period, annual consumer price inflation in Poland has 
fluctuated within a ränge of 0.8% and 4.2% over the past ten years (see Chart 1). 
Folio wing a temporary rise in 2004, owing mainly to Poland’ s accession to the EU, 
inflation declined to low levels in 2005 and 2006. At the end of 2006 price pressures 
picked up and inflation followed an upward trend, reaching levels above 4.0% in 2008. To 
a large extent, this was due to higher unit labour cost growth and changes in administered 
prices, as well as global food and energy price shocks. Inflation remained at an elevated 
level in 2009, partly reflecting the lagged impact of the sharp depreciation of the zloty 
after the collapse of Lehman Brothers in 2008, but declined gradually in 2010 supported 
by lower growth in import prices. In 2011 the surge in global commodity prices, the 
depreciation of the nominal exchange rate and a hike in the value added tax rate amid 
robust domestic demand contributed to a renewed increase in inflation. However, the 
significant weakening of domestic economic activity that started in 2012, combined with 
developments in global commodity prices, contributed to a sharp decline in inflation in 
2013 to a historically low level. 

The improvement in Poland’ s medium-term inflation performance reflects a number of 
important policy choices, most notably the Orientation of monetary policy towards the 
achievement of price stability, which is the primary objective of monetary policy, as 
enshrined in the central bank law. Narodowy Bank Polski operates a floating exchange 
rate System and since 1999 has had an inflation-targeting framework in place. The 
medium-term CPI inflation target has been 2.5% (±1 percentage point) since 2004. 
Inflation developments have been broadly supported by a number of reforms designed to 
strengthen financial market stability, increase labour market flexibility and enhance 
product market competition. While fiscal policy did not jeopardise the achievement of 
Narodowy Bank Polski’ s inflation targets during 2005-07, it did not Support it sufficiently 
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between 2008 and 2010. From 2011 to 2013 the tightening of fiscal policy contributed to 
limiting inflationary pressures. 

Inflation developments over the past ten years should be viewed against the background of 
sustained economic growth. From mid-2005 to mid-2008, a gradual upswing in economic 
activity driven by domestic demand was supported by improved labour market conditions 
and strong growth in credit to the private sector. In 2006 and 2007 real GDP expanded at 
an annual rate of well above 6%. Capacity pressures became apparent in 2007-08, in the 
form of perceptible rises in unit labour cost growth, widening current account deficits and 
a historically low unemployment rate. Combined with a sharp rise in food prices, strong 
gains in house prices and increases in administered prices, these factors contributed to the 
rebound in inflation from late 2006 to 2009. Capacity pressures declined with the onset of 
the global financial crisis. A relatively short-lived economic slowdown - Poland was the 
only EU country that avoided a decline in output in 2009 - and lower global commodity 
prices resulted in a temporary fall in annual HICP inflation to levels below 2% in the 
Summer of 2010. Thereafter, inflationary pressures re-emerged, supported by the robust 
recovery in economic activity and despite increases in unemployment owing to a higher 
participation rate. Inflation increased rapidly to levels exceeding Narodowy Bank Polski’ s 
target, which prompted Narodowy Bank Polski to increase interest rates by 1 percentage 
point in the first half of 2011 in order to prevent elevated inflation from becoming 
entrenched. Reflecting the weakness in domestic demand and unfavourable external 
conditions, the Polish economy slowed sharply in 2012-13. Despite decisive action by 
Narodowy Bank Polski - interest rates were cut by a total of 225 basis points from 
November 2012 to July 2013 - annual inflation declined rapidly and reached a trough of 
0.2% in June 2013. The general pattem of inflation developments was also reflected in 
other relevant indices, such as the HICP excluding unprocessed food and energy (see 
Fable 2). The fluctuation in import prices during the period under review was attributable 
to the degree of exchange rate volatility, which was mostly rather high. Overall, house 
prices became more moderate after sharp increases during the period 2005-09 and a slight 
correction in 2010. 

Looking at recent developments, annual HICP inflation has remained subdued Standing at 
0.3% in April 2014 (see Fable 3a). HICP inflation excluding unprocessed food and energy 
has also remained at low levels, hovering below 1% since mid-2013, despite the 
acceleration in real GDP growth to 3.3% in the first quarter of 2014. These historically 
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low inflation rates partly reflect developments in global commodity prices and the 
persistent negative output gap in the Polish economy. In 2013 administered prices 
(including energy prices), which represent 14% of Poland’s HICP basket, contributed 0.2 
percentage point to HICP inflation. 

The latest available forecasts from major international institutions project inflation to 
gradually rise in 2014 and 2015, and to ränge from 1.1% to 1.5% and from 1.9% to 2.4% 
respectively (see Table 3b). It is anticipated that several factors will contribute to an 
increase in inflation in the Polish economy. In particular, the expected acceleration in real 
GDP growth in 2014, driven by domestic demand, is likely to Support a gradual pick-up in 
inflation towards the central bank’s inflation target. Risks to the inflation outlook are 
broadly balanced. Upside risks relate mainly to developments in commodity prices, while 
downside risks are mostly associated with the pace of the economic recovery in Poland. 
Looking further ahead, the catching-up process is likely to have a bearing on inflation 
and/or the nominal exchange rate over the coming years, given that GDP per capita and 
price levels are still lower in Poland than in the euro area (see Table 2). However, it is 
difficult to assess the exact size of the effect resulting from this catching-up process. 

Overall, although the 12-month average rate of HICP inflation in Poland is currently well 
below the reference value, there are concerns regarding the sustainability of inflation 
convergence. 

Achieving an environment that is conducive to sustainable convergence in Poland 
requires, among other things, maintaining a price stability-oriented monetary policy in the 
medium term. Regarding macroeconomic imbalances, the European Commission did not 
select Poland for an in-depth review in its Alert Mechanism Report 2014. Although the 
Polish economy managed to weather the global crisis comparatively well, a number of 
structural issues remain unresolved. Specifically, progress in the areas below will 
contribute to the achievement of an environment that is conducive to sustainable price 
stability and promote competitiveness and employment growth. 

With regard to structural reforms, efforts to speed up Innovation and the privatisation 
process (particularly in key state-owned sectors such as mining, Chemicals and energy), 
which are needed to enhance economic potential, should be complemented with steps to 
boost competition in product markets. More competitive product markets would also 


ECB 



Convergence Report 
June 2014 



Deutscher Bundestag - 18. Wahlperiode 


-515- 


Drucksache 18/1730 


strengthen the economy’s resilience to potential shocks. In addition, improvements in the 
business environment could help to attract much-needed private investment. The 
continuation of the country’s infrastructure modernisation would boost potential output 
and Support a more efficient allocation of resources. 

In the labour market, a number of structural weaknesses need to be addressed, for 
example, by strengthening education and reducing labour market mismatches, as well as 
boosting the labour force participation rate. It is also essential that structural reforms are 
carried out to tackle disincentives to work, which stem, inter alia, from poorly designed 
family and pension policies, and to ensure that welfare benefits are linked to active job 
seeking by the recipients. Wage increases should continue to reflect labour productivity 
growth, labour market conditions and developments in competitor countries. 

The growing reliance on potentially volatile portfolio inflows is a source of vulnerability, 
particularly at the current juncture. It is therefore important to encourage the financial 
sector to rely more heavily on domestic sources of funding. In order to minimise the 
potential risks to financial stability associated with a high proportion of foreign currency 
loans, it is necessary for Poland to continue to fully apply the recommendation of the 
ESRB on lending in foreign currencies,^^ with which it was considered to be fully 
compliant in the follow-up report published by the ESRB in November 2013. Close 
Cooperation between home and host country supervisory authorities is important to ensure 
the effective implementation of these measures. Financial sector policies should be geared 
towards safeguarding financial stability and ensure that the financial sector makes a sound 
contribution to economic growth. Finally, financial stability could bene fit from Poland’ s 
participation in the SSM, which will take up its prudential supervisory tasks in November 
2014. 
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See Recommendation (ESRB/201 1/1) of the European Systemic Risk Board of 21 September 
2011 on lending in foreign currencies. 
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5.6.2 FISCAL DEVELOPMENTS 

Poland is currently subject to an EU Council decision on the existence of an excessive 
deficit. In the reference year 2013 the general government budget balance recorded a 
deficit of 4.3% of GDP, i.e. well above the 3% reference value. The general government 
gross debt-to-GDP ratio was 57.0%, i.e. below the 60% reference value (see Table 4). 
Compared with the previous year, the budget balance ratio deteriorated by 0.4 percentage 
points, while the public debt ratio increased by 1.4 percentage points. The European 
Commission forecasts a budget surplus of 5.7% of GDP in 2014 owing to pension System 
reform, while the government debt ratio is projected to decline to 49.2%. With regard to 
other fiscal factors, the deficit ratio did exceed the ratio of public investment to GDP in 
2013, but is not expected to in 2014. 

Looking at developments in Poland’ s budgetary position over the period from 2004 to 
2013, the budget deficit increased sharply from 1.9% of GDP in 2007 to 7.8% of GDP in 
2010. The budget deficit was reduced significantly during the following two years, before 
rising again in 2013 (see Table 5 and Chart 2a). As the deficit-to-GDP ratio rose above the 
3% of GDP reference value in 2008, the ECOFIN Council decided on 7 July 2009 that an 
excessive deficit Situation existed in Poland and set a deadline of 2012 for correcting it. 
The deadline was extended to 2014 in June 2013 and to 2015 in December 2013. 

As shown in greater detail in Chart 2b, European Commission estimates indicate that 
cyclical factors contributed Overall to reducing the budget deficit before 2008. Cyclical 
factors had a negative impact on the budget balance in 2009, a broadly neutral impact in 
2010 and 2011 and a negative impact again in 2012 and 2013. Non-cyclical factors 
contributed to a strong deterioration in the budget balance between 2007 and 2009. The 
impact of non-cyclical factors on the budget balance turned positive in 2011 and 2012, 
when the Polish government implemented comprehensive fiscal consolidation measures. 
On the expenditure side, consolidation measures included a wage freeze for government 
employees as well as a temporary rule limiting the real growth of central government 
discretionary expenditure. In addition, local governments reduced their spending in order 
to comply with existing local government fiscal rules. On the revenue side, the measures 
comprised adjustments in pension contributions between the private and public pillars and 
increases in VAT and social contribution rates. Spending restraint continued in 2013, but 
was offset by a decline in tax revenue which was stronger than implied by the estimated 
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impact of cyclical factors. In the absence of substantial temporary and one-off factors 
between 2004 and 2013, the underlying changes in the budget deficit seem to reflect a 
stmctural deterioration in Poland’s fiscal position until 2010, strong consolidation in 201 1 
and 2012 and a broadly neutral stance in 2013. 

Turning to developments in general government gross debt, the debt-to-GDP ratio 
increased cumulatively by 1 1.3 percentage points between 2004 and 2013, although it was 
relatively stable until 2008 (see Chart 3a and Table 6). As shown in greater detail in Chart 
3b, this increase relates, in particular, to developments in primary deficits, indicating a 
persistent link between primary deficits and adverse debt dynamics. At the same time, the 
impact of the deficit-debt adjustment was volatile, with both debt-increasing and debt- 
decreasing effects in individual years. The growth/interest rate differential had, on 
aggregate, a minor dampening effect on the debt ratio before 2011 and the opposite effect 
in 2012 and 2013. In 2013 the increase in the general government debt-to-GDP ratio 
reflected a continued primary deficit as well as a growth/interest rate differential effect, 
which was only partly offset by deficit-debt adjustments related to privatisation receipts. 

As regards Poland’s general government debt structure, the share of government debt with 
a short-term maturity declined from 13.5% in 2004 to 0.1% in 2013 (see Table 6). Taking 
into account the level of the debt ratio, fiscal balances are insensitive to changes in interest 
rates. The proportion of government debt denominated in foreign currency is high (29.5% 
in 2013) and, given the Overall debt level, the fiscal balances are relatively sensitive to 
changes in the exchange rate. Düring the crisis, the share of debt with a short-term 
maturity declined markedly, pointing to a decline in debt-related vulnerabilities. The share 
of debt denominated in foreign currency increased. At the same time, the Polish 
government has not incurred contingent liabilities resulting from government 
interventions to Support financial institutions and financial markets during the crisis (see 
Section 5.9). 

Moving on to examine trends in other fiscal indicators, Chart 4 and Table 5 show that the 
general government total expenditure-to-GDP ratio declined Overall from 42.6% in 2004 
to 41.9% in 2013. After peaking at 45.4% of GDP in 2010, the expenditure ratio declined 
as a result of declines in Capital expenditure and all categories of current primary 
expenditure on the back of local government spending cuts driven by fiscal rules, a wage 
freeze in the public sector, a temporary expenditure rule in the central budget and a 
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tightening of access to early retirement, which became law in 2008. Total government 
revenue as a share of GDP was volatile over the period under consideration, increasing 
slightly from 37.2% of GDP in 2004 to 37.5% of GDP in 2013. After peaking at 40.3% of 
GDP in 2007, the revenue-to-GDP ratio declined on the back of lower direct and indirect 
tax revenues, as well as other current revenues. These developments were outweighed in 
part by higher Capital revenues and social security contributions. 

Looking ahead, Poland’s medium-term fiscal policy strategy indicates the commitment of 
the government to bring the deficit below the reference value in 2015 and to reduce it 
gradually thereafter. According to the 2014-17 convergence programme update, the deficit 
is expected to be reduced to 2.5% of GDP in 2015 and then to 1.8% of GDP in 2016. The 
large budget surplus planned for 2014 fully reflects the transfer of assets from private 
Pension funds to a public one of about 9% of GDP. The structural deficit is expected to 
decrease but remain above the medium-term objective of 1.0% of GDP (specified in line 
with the Stability and Growth Pact) in the entire 2014-2017 period. According to the 
European Commission’ s projections, the structural deficit will remain significantly above 
the medium-term objective by 2015. 

On 2 March 2012 Poland signed the Treaty on Stability, Coordination and Governance in 
the Economic and Monetary Union (TSCG), committing, inter alia, to apply (and include 
in its national legislation) the fiscal rules specified under Title III, “Fiscal Compacf’. 
Overall, as regards fiscal governance, Poland has strengthened its fiscal framework over 
recent years, introducing a permanent expenditure rule and medium-term fiscal planning, 
to complement the constitutional debt ceiling, which has been in force since 1999. 

Turning to factors with an impact on Poland’s public fmances over the long term, a 
marked ageing of the population is expected, as highlighted in Table 8. According to the 
2012 projections by the European Commission and the EU’s Economic Policy 
Committee, starting from a level of 21.4% of GDP in 2010, Poland is likely to experience 
a moderate increase in strictly age-related public expenditure amounting to 1.9 percentage 
points of GDP in the years to 2060, below the EU average. However, major changes in 
the Pension System introduced in 2014 might result in a slight increase in age-related 
spending, compared with these projections. 


European Commission and Economic Policy Committee, “The 2012 Ageing Report: Economic 
and budgetary projections for the EU-27 Member States (2010-2060)”. 
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With respect to fiscal challenges, Poland must ensure a sustainable reduction in the budget 
deficit and correct the excessive deficit by 2015, in line with the EDP requirements. 
Specifically, a more comprehensive expenditure-based approach is needed to reduce the 
large structural deficit and to contain the rise in the debt ratio in a sustainable manner, 
while avoiding undue cuts in public investment. At the same time, Poland should make 
every effort to fully comply with the obligations under the enhanced Stability and Growth 
Pact, and to effectively implement the provisions of the TSCG. Over the longer run, the 
risks to medium-term fiscal sustainability warrant structural fiscal reforms that focus on 
avoiding pro-cyclical fiscal policies as well as improving tax administration. 
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5.6.3 EXCHANGE RATE DEVELOPMENTS 

In the two-year reference period from 16 May 2012 to 15 May 2014, the Polish zloty did 
not participate in ERM II, but traded under a flexible exchange rate regime (see Table 9a). 
Over the reference period the Polish currency mostly traded above its May 2012 average 
exchange rate against the euro, which is used as a benchmark for illustrative purposes in 
the absence of an ERM II central rate. On 15 May 2014 the exchange rate stood at 4.1792 
zlotys per euro, i.e. 2.7% stronger than its average level in May 2012. Over the reference 
period the maximum upward deviation from this benchmark was 6.0%, while the 
maximum downward deviation amounted to 2.8% (see Chart 5 and Table 9a). Narodowy 
Bank Polski sold foreign currency for zlotys on 7 June 2013 during a period of increased 
volatility. 

During the reference period the exchange rate of the Polish zloty against the euro showed 
a relatively high degree of volatility, as measured by annualised Standard deviations in 
daily percentage changes. Volatility peaked in the three-month period ending in 
September 2012 at a level of 9.2%, but declined thereafter. Between May 2012 and 
August 2012, the zloty appreciated gradually against the euro by around 7% on account of 
improving global financial market conditions, growing Investor confidence in the region 
and a relatively high positive interest rate differential vis-ä-vis euro area assets. After a 
period of relative exchange rate stability, the Polish zloty depreciated by about 6% vis-ä- 
vis the euro during a period of increased volatility in mid-2013, in which Narodowy Bank 
Polski on one occasion sold foreign currency for zlotys against the background of investor 
uncertainty about the tapering-off of quantitative easing in the United States. Thereafter, 
until May 2014 the zloty strengthened gradually against the euro - by around 4% - amid 
an improving outlook for the Polish economy. Over the reference period, short-term 
interest rate differentials against the three-month EURIBOR remained at somewhat wide 
levels, on average, on account of higher monetary policy rates in Poland than in the euro 
area. The spreads decreased, however, from 4.7 percentage points in the three-month 
period ending in September 2012 to 2.4 percentage points in the three-month period 
ending in March 2014 amid several rate cuts by Narodowy Bank Polski (see Table 9b). 

In late 2008 Narodowy Bank Polski and the ECB agreed on repurchase transactions, 
which would provide Narodowy Bank Polski with a facility to borrow up to €10 billion. 
Moreover, a Flexible Credit Line (PCL) arrangement by the IMF, designed to meet the 
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demand for crisis-prevention and crisis-mitigation lending, has been in place since mid- 
2009. The precautionary arrangement totalling SDR 14 billion was initially approved in 
May 2009 for a one-year period, but was prolonged in mid-2010 for another six months. 
At the beginning of 2011 the IMF decided to prolong the existing FCL for a further two 
years and increase it to a total of SDR 19 billion. In January 2013 the IMF approved 
another successor two-year FCL arrangement amounting to SDR 22 billion. Poland has 
not received any disbursements from the FCL since its establishment. As these 
arrangements helped to reduce risks related to financial vulnerabilities, they might also 
have contributed to reducing the risk of exchange rate pressures. 

In a longer-term context, in April 2014 both the real effective exchange rate and the real 
bilateral exchange rate of the Polish zloty against the euro stood dose to the 
corresponding ten-year historical averages (see Table 10). However, these indicators 
should be interpreted with caution, as during this period Poland was subject to a process of 
economic convergence, which complicates any historical assessment of real exchange rate 
developments. 

As regards other external developments, in 2007 and 2008 Poland reported large deficits 
in the combined current and Capital account of its balance of payments (see Table 11). The 
combined current and Capital account deficit increased gradually from 2.1% of GDP in 
2005 to 5.4% in 2008 on account of a rising deficit in the goods balance associated with 
rapid growth in domestic demand. Folio wing a strong depreciation of the zloty, the 
external deficit adjusted markedly in 2009 to 2.2% of GDP and around 3% of GDP in 
2010 and 2011, respectively. The combined current and Capital account balance improved 
further to a deficit of 1.5% of GDP in 2012 and a surplus of 1.0% in 2013. This mainly 
reflected an improvement in the goods balance on account of strengthening exports. On 
the fmancing side, Poland received net inflows in direct investment in the period from 
2004 to 2012. While, with the exception of 2005, net direct investment inflows dominated 
in the period up to 2006, net inflows in other investment prevailed in 2007 and 2008. 
Since 2009 net inflows in portfolio investment have accounted for the largest part of 
Poland’ s net financial inflows, with the exception of 2013, when net outflows of portfolio 
investment were recorded. Against this background, gross external debt increased from 
42.0% of GDP in 2004 to 72.3% in 2011, before falling to 69.8% in 2013. At the same 
time Poland’ s net international investment position deteriorated substantially, from 
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-41.6% of GDP in 2004 to -66.5% in 2012 and -68.6% in 2013. Fiscal and structural 
policies therefore continue to be important for supporting external sustainability and the 
competitiveness of the economy. Poland is a small open economy; the ratio of foreign 
trade in goods and Services to GDP increased from 37.5% in 2004 to 47.8% in 2013 for 
exports and from 39.8% in 2004 to 45.8% in 2013 for Imports. Over the same period 
Poland’ s share in world exports increased from 0.84% to 1.07%. 

Concerning measures of economic integration with the euro area, in 2013 exports of goods 
to the euro area constituted 51.5% of total goods exports, whereas the corresponding 
figure for Imports was slightly higher, at 54.5%. The share of euro area countries in 
Poland’s inward direct investment stood at 77.9% in 2013 and their share in its portfolio 
investment liabilities was 47.9% in 2012. The share of Poland’s assets invested in the euro 
area amounted to 61.8% in the case of direct investment in 2013 and 50.6% for portfolio 
investment in 2012 (see Table 12). 
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5.6.4 LONG-TERM INTEREST RATE DEVELOPMENTS 

Long-term interest rates in Poland were 4.2% on average over the reference period from 
May 2013 to April 2014 and were thus well below the 6.2% reference value for the 
interest rate convergence criterion (see Table 13). 

Long-term interest rates in Poland declined between 2004 and 2005 on the back of 
favourable Inflation dynamics, mirroring developments in euro area yields (see Chart 6a). 
The reverse upward trend which ensued until mid-2008 reflected rising inflationary 
pressures. The global financial and economic crisis pushed up the country’s risk premium 
and triggered foreign Capital outflows as well as liquidity strains in the government bond 
market. In May 2009 the IMF approved a precautionary arrangement under the Flexible 
Credit Line (FCL) for Poland to provide Support during the global financial crisis. Poland 
has not received any disbursements from the FCL. The resilience of the Polish economy, 
reflected in positive growth figures during the global crisis, along with a significant 
improvement in the external balance, brought Capital inflows to the local market, fostering 
declines in long-term interest rates in 2010. At the end of 2010, long-term interest rates 
increased somewhat, reflecting broader financial market tensions, but returned to a 
downward trend thereafter which lasted until mid-2013. In mid-2013, long-term interest 
rates rose to stand at 4.1% at the end of the reference period. 

The differential between long-term interest rates in Poland and the euro area average has 
declined since mid-2004 (see Chart 6b). From July 2007, in the wake of the two rounds of 
the global financial market turmoil, the long-term interest rate differential widened 
considerably, but remained below the highs of 2004. From 2010 until mid-2013 the 
differential was on a declining trend, increasing somewhat afterwards. At the end of the 
reference period, the long-term interest rate differential amounted to 1.7 percentage points 
with respect to the euro area average (and 2.4 percentage points with respect to the euro 
area AAA yield). 

The Polish financial sector can be regarded as smaller and much less developed than that 
of the euro area (see Table 14). Foreign-owned banks, primarily from the euro area, play a 
major role in the Polish banking sector. The amount of outstanding bank loans, which was 
previously relatively low, increased to stand at 54.2% of GDP at the end of 2013. The 
majority of loans to the private sector are denominated in local currency. Market-based 
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credit to the corporate sector, as measured by the value of outstanding fixed-income 
Securities issued by corporations, has increased in recent years and was 15.1% of GDP at 


the end of 2013. Stock market capitalisation partly recovered from declines during the 


crisis and stood at 35.3% of GDP in 2013, relatively high in comparison with other central 
European stock markets. The increased participation of pension and investment funds has 
contributed to the development of the stock market. The international Claims of euro area 
banks in the country gradually increased until 2008 and subsequently declined, Standing at 
8.0% of total liabilities in 2013. 
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I PRICE DEVELOPMENTS 


Table I HICP Inflation 


(annual percentage changes) 

Jan. 

Feb. 

2014 

Mar. 

Apr. 1 

May 2013 
to Apr. 2014 

HICP Inflation 

0.6 

0.7 

0.6 

0.3 

0.6 

Reference value‘^ 





1.7 

Euro area^^ 

0.8 

0.7 

0.5 

0.7 

1.0 


Source: European Commission (Eurostat). 

1) The basis of the calculation for the period May 20 13 -April 2014 is the unweighted arithmetic average of 
the annual percentage changes in the HICP for Latvia, Portugal and Ireland plus 1.5 pereentage points. 

2) The euro area is included for information only. 


Chart I Price developments 


(average annual percentage changes) 
HICP 

■ ■ ■ ■ unit labour eosts 



Source: European Co mm ission (Eurostat). 


Table 2 Measures of Inflation and related indkators 


(annual pereentage changes, unless otherwise stated) 



1 2004 1 

2005 1 

2006 

2007 

2008 1 

2009 1 

2010 1 

2011 1 

2012 1 

2013 

Measures of inflation 

HICP 

3.6 

2.2 

1.3 

2.6 

4.2 

4.0 

2.7 

3.9 

3.7 

0.8 

HICP excluding unprocessed food and energy 

2.8 

1.2 

0.6 

2.0 

3.6 

3.3 

2.0 

3.1 

2.8 

1.0 

HICP at constant tax ratest 

3.0 

1.6 

1.1 

2.1 

3.5 

3.2 

2.5 

3.2 

3.3 

0.6 

CPI 

3.5 

2.1 

1.0 

2.5 

4.2 

3.5 

2.6 

4.3 

3.7 

0.9 

Private eonsumption deflator 

3.0 

2.1 

1.2 

2.4 

4.3 

2.5 

2.5 

4.9 

3.7 

0.7 

GDP deflator 

4.1 

2.6 

1.5 

4.0 

3.1 

3.7 

1.4 

3.2 

2.4 

0.9 

Producer priees^) 

7.7 

2.5 

3.4 

4.0 

5.4 

2.4 

3.7 

7.6 

3.6 

-1.2 

Related indicators 

Real GDP growth 

5.3 

3.6 

6.2 

6.8 

5.1 

1.6 

3.9 

4.5 

2.0 

1.6 

GDP per eapita in PPS^) (euro area = 100) 

46.4 

47.1 

47.9 

50.1 

52.0 

55.9 

58.1 

60.1 

62.0 


Comparative price levels (euro area = 100) 

51.6 

59.9 

61.3 

60.9 

67.1 

54.9 

58.5 

56.8 

55.5 


Output gap4) 

-2.7 

-2.3 

0.3 

3.1 

4.1 

1.7 

1.5 

1.9 

0.4 

-1.2 

Unemployment rate (%)5) 

19.1 

17.9 

13.9 

9.6 

7.1 

8.1 

9.7 

9.7 

10.1 

10.3 

Unit labour eosts, whole economy 

-2.1 

0.3 

-1.0 

2.6 

7.2 

2.3 

1.4 

1.1 

1.5 


Compensation per employee, whole economy 

1.9 

1.7 

1.9 

4.9 

8.6 

3.6 

8.2 

5.1 

3.4 


Labour productivity, whole economy 

4.1 

1.4 

3.0 

2.2 

1.3 

1.3 

6.7 

3.9 

1.9 

1.6 

Imports of goods and Services deflator 

4.8 

-3.6 

2.4 

1.1 

0.9 

8.0 

2.1 

8.8 

5.5 

-0.9 

Nominal effeetive exchange rate®) 

-1.5 

11.7 

3.2 

3.9 

9.3 

-18.4 

5.6 

-3.1 

-3.5 

0.9 

Money supply (M3)^) 

- 

14.2 

16.8 

15.1 

16.6 

8.1 

9.0 

10.8 

5.6 

6.2 

Lending from banks*) 

- 

15.8 

26.7 

37.1 

24.4 

8.0 

5.9 

5.9 

7.3 

4.0 

Stock priees (Warsaw General Index) 

27.9 

33.7 

41.6 

10.4 

-51.1 

46.9 

18.8 

-20.8 

26.2 

8.1 

Residential property priees 

-6.1 

20.0 

3.8 

45.3 

42.4 

20.5 

-1.2 

9.2 

1.5 



Sourees: European Commission (Eurostat), national data (CPI, money supply, lending from banks and residential property priees) and 
European Commission (output gap). 

1) The difference between the "HICP" and the "HICP at constant tax rates" shows the theoretieal impaet of ehanges in indireet taxes 
(e.g. VAT and excise duties) on the Overall rate of Inflation. This impaet assumes a full and instantaneous pass-through of tax rate 
changes on the price paid by the consumer. 

2) Domestie sales, total industry excluding construction. 

3) PPS Stands for purehasing power Standards. 

4) Percentage difference of potential GDP: a positive (negative) sign indicates that actual GDP is above (below) potential GDP. 

5) The definition conforms to ILO guidelines. 

6) A positive (negative) sign indicates an appreciation (depreciation). 

7) The series includes repurchase agreements with central counterparties. 

8) Not adjusted for the dereeognition of loans from the MFI Statistical balance sheet due to their sale or securitisation. 


230 


ECB 

Convergence Report 
June 2014 









Drucksache 18/1730 


-528- 


Deutscher Bundestag - 18. Wahlperiode 


Poland 


Table 3 Recent Inflation trends and forecasts 

(annual pereentage changes) 






(a) Recent trends in the HICP 


2013 

2014 



1 Nov. 1 

Dec. 1 

Jan. 1 

Feb. 

Mar.| 

Apr. 

HICP 






Annual pereentage change 0.5 

0.6 

0.6 

0.7 

0.6 

0.3 

Change in the average of the latest three months from the 
previous three months, annualised rate, seasonally adjusted 1 .0 

0.0 

-0.4 

-0.1 

0.0 

-0.1 

Change in the average of the latest six months from the 

previous six months, annualised rate, seasonally adjusted 1 . 1 

1.2 

1.1 

0.9 

0.6 

0.2 

Sourees: European Commission (Eurostat) and ECB ealeulations. 






(b) Inflation forecasts 

, 


2014 1 


2015 

HICP, European Commission (Spring 2014) 



1.1 


1.9 

CPI, OECD (May 2014) 



1.1 


1.9 

CPI, IMF (April 2014) 



1.5 


2.4 

CPI, Consensus Economics (April 2014) 



1.3 


2.3 


Sources: European Commission, OECD, IMF and Consensus Eeonomies. 
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2 FISCAL DEVELOPMENTS 


Table 4 General government fiscal position 




(as a percentage of GDP) 

2012 

2013 

2014 9 

General govemment surplus (+)/deficit (-) 

-3.9 

-4.3 

5.7 

Reference value 

-3.0 

-3.0 

-3.0 

Surplus/deficit, net of govemment investment expenditure^) 

0.7 

-0.5 

9.5 

General govemment gross debt 

55.6 

57.0 

49.2 

Reference value 

60.0 

60.0 

60.0 


Sources: European Commission (Eurostat, DG ECFIN) and ECB calculations. 

1) European Commission projections. 

2) A positive (negative) sign indicates that the government deficit is lower (higher) than govemment investment expenditure. 


Table 5 General government budgetary position 


(as a percentage of GDP) 



2004 

2005 

2006 

2007 

2008 

2009 

2010 

2011 

2012 1 

2013 

Total revenue 

37.2 

39.4 

40.2 

40.3 

39.5 

37.2 

37.5 

38.4 

38.3 

37.5 

Current revenue 

37.2 

38.8 

39.7 

39.8 

39.1 

36.6 

36.3 

36.6 

37.0 

36.5 

Direct taxes 

6.5 

7.0 

7.5 

8.6 

8.6 

7.4 

6.9 

7.0 

7.2 

7.0 

Indirect taxes 

12.9 

13.6 

14.2 

14.1 

14.2 

12.8 

13.6 

13.8 

12.9 

12.6 

Social Security contributions 

12.3 

12.3 

12.2 

12.0 

11.3 

11.3 

11.1 

11.4 

12.3 

12.2 

Other current revenue 

5.5 

5.9 

5.8 

5.2 

5.0 

5.0 

4.7 

4.4 

4.6 

4.6 

Capital revenue 

0.1 

0.6 

0.5 

0.5 

0.5 

0.6 

1.3 

1.8 

1.3 

1.0 

Total expenditure 

42.6 

43.4 

43.9 

42.2 

43.2 

44.6 

45.4 

43.4 

42.2 

41.9 

Current expenditure 

38.7 

39.0 

39.0 

37.3 

37.7 

38.4 

39.0 

37.2 

37.2 

37.7 

Compensation of employees 

10.1 

10.0 

9.8 

9.6 

10.0 

10.3 

10.2 

9.7 

9.4 

9.3 

Social benefits other than in kind 

16.0 

15.7 

15.2 

14.2 

14.0 

14.7 

14.8 

14.1 

14.2 

14.6 

Interest payable 

2.8 

2.8 

2.7 

2.3 

2.2 

2.6 

2.7 

2.7 

2.8 

2.6 

of which: impact of swaps and FRAs9 

0.0 

0.0 

0.0 

0.0 

0.0 

0.0 

0.0 

0.0 

0.0 

0.0 

Other current expenditure 

9.9 

10.5 

11.4 

11.2 

11.5 

10.7 

11.3 

10.7 

10.8 

11.2 

Capital expenditure 

3.9 

4.4 

4.8 

4.8 

5.5 

6.2 

6.4 

6.2 

4.9 

4.1 

Surplus (+)/deficit (-) 

-5.4 

-4.1 

-3.6 

-1.9 

-3.7 

-7.5 

-7.8 

-5.1 

-3.9 

-4.3 

Primary balance 

-2.6 

-1.3 

-1.0 

0.4 

-1.5 

-4.8 

-5.1 

-2.4 

-1.0 

-1.7 

Surplus/deficit, net of govemment 
investment expenditure 

-2.0 

-0.7 

0.3 

2.3 

0.9 

-2.3 

-2.2 

0.7 

0.7 

-0.5 


Sources: ESCB and European Co mm ission (Eurostat). 

Notes: Differences between totals and the sum of their components are due to rounding. Interest payable as reported under the excessive 
deficit procedure. The item "impact of swaps and FRAs" is equal to the difference between the interest (or deficit/surplus) as defined 
in the excessive deficit procedure and in the ESA 95. See Regulation (EC) No 2558/2001 of the European Parliament and of the Council of 
3 December 2001 amending Council Regulation (EC) No 2223/96 as regards the reclassification of Settlements under swap arrangements and 
under forward rate agreements (OJ L 344, 28.12.2001, p. 1). 

1) FRAs Stands for forward rate agreements. 
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Chart 2 General government surnlus (+ydeficit (-1 

(a) Levels (b) Annual change and underlying factors 

(as a percentage of GDP) (in percentage points of GDP) 


levels 



2004 2006 2008 2010 2012 



cyclical factors 
ra non-cyclical factors 
total change 



Sources: European Commission (Eurostat) and ECB calculations. 

Note: In Chart 2b a negative (positive) value indicates a contribution to an increase (reduction) in a deficit. 


Table 6 General government gross debt - structural features 



I 2004 I 

2005 1 

2006 1 

2007 

2008 1 

2009 1 

2010 1 

2011 1 

2012 

2013 

Total debt (as a percentage of GDP) 

45.7 

47.1 

47.7 

45.0 

47.1 

50.9 

54.9 

56.2 

55.6 

57.0 

Composition by currency (% of total) 

In dorne Stic currency 

73.3 

72.3 

73.9 

75.8 

74.0 

73.9 

73.0 

69.1 

69.6 

70.5 

In foreign currencies 

26.7 

27.7 

26.1 

24.2 

26.0 

26.1 

27.0 

30.9 

30.4 

29.5 

Euro 

16.7 

18.4 

18.8 

17.7 

18.9 

18.7 

19.8 

21.3 

21.7 

21.5 

Other foreign currencies 

10.0 

9.4 

7.3 

6.5 

7.1 

7.4 

7.2 

9.5 

8.7 

7.9 

Domestic ownership (% of total) 

59.3 

58.4 

60.6 

62.9 

65.9 

62.5 

57.1 

51.6 

47.9 

49.9 

Average residual maturity (in years) 

4.0 

5.0 

5.0 

5.0 

5.0 

5.0 

5.0 

5.0 

5.0 

5.0 

Composition by maturity') (% of total) 

Short-term (up to and including one year) 

13.5 

7.1 

5.9 

4.3 

8.4 

6.9 

3.4 

1.5 

0.7 

0.1 

Medium and long-term (over one year) 

86.5 

92.9 

94.1 

95.7 

91.6 

93.1 

96.6 

98.5 

99.3 

99.9 


Sources: ESCB and European Commission (Eurostat). 

Notes: Year-end data. Differences between totals and the sum of their components are due to rounding. 

1) Original maturity. 

Chart 3 General government gross debt 



(a) Levels 


(b) Annual change and underlying factors 

(as a percentage of GDP) 


(in percentage points of GDP) 


levels 



2004 2006 2008 2010 2012 



primary balance 
growth/interest rate differential 
deficit-debt adjustment 


change in debt-to-GDP ratio 



10 

5 

0 

-5 


Sources: European Commission (Eurostat) and ECB. 

Note: In Chart 3b a negative (postitive) value indicates a contribution of the respective factor to a decrease (increase) in the debt ratio. 
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Chart 4 General govemment expenditure and revenue 








(as a pereentage of GDP) 
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Table 7 General govemment deficit-debt adjustment 

(as a pereentage of GDP) 












1 

2004 

2005 

2006 

2007 

2008 

2009 

2010 

2011 

2012 1 

2013 

Change in general govemment debt') 

2.8 

4.1 

4.1 

2.0 

5.6 

6.2 

6.6 

5.4 

1.7 

2.8 

General govemment surplus (+)/deficit (-) 

-5.4 

-4.1 

-3.6 

-1.9 

-3.7 

-7.5 

-7.8 

-5.1 

-3.9 

-4.3 

Deficit-debt adjustment 

-2.6 

0.1 

0.4 

0.1 

1.9 

-1.2 

-1.3 

0.3 

-2.1 

-1.5 

Net acquisitions (+)/net sales (-) of 
financial assets 

-0.7 

1.1 

1.4 

1.5 

0.4 

-1.1 

-1.1 

-1.4 

-0.1 

-1.6 

Currency and deposits 

0.0 

0.8 

0.6 

1.0 

0.5 

0.1 

-0.3 

-0.7 

0.7 

-1.1 

Loans and securities other than shares 

0.0 

0.1 

0.0 

0.4 

-0.1 

0.0 

0.2 

0.1 

0.0 

0.0 

Shares and other equity 

-1.2 

-0.3 

0.1 

-0.1 

-0.2 

-0.4 

-1.6 

-1.3 

-1.1 

-0.6 

Privatisations 

-1.1 

-0.4 

-0.1 

-0.2 

-0.2 

-0.5 

-1.8 

-1.4 

-1.1 

-0.6 

Equity injections 

0.0 

0.1 

0.1 

0.0 

0.0 

0.1 

0.1 

0.1 

0.0 

0.0 

Other 

-0.1 

0.1 

0.1 

0.1 

0.0 

0.0 

0.1 

0.0 

0.0 

0.0 

Other financial assets 

0.4 

0.5 

0.6 

0.3 

0.2 

-0.7 

0.6 

0.5 

0.2 

0.1 

Valuation changes of general govemment 
debt 

-1.9 

-1.0 

-0.7 

-1.1 

2.1 

-0.1 

0.0 

1.9 

-1.7 

0.0 

Foreign exchange holding gains (-)/losses (+) 

-2.2 

-0.3 

-0.4 

-0.9 

2.0 

-0.3 

0.0 

2.0 

-1.4 

-0.1 

Other valuation effects^) 

0.3 

-0.6 

-0.3 

-0.2 

0.1 

0.2 

0.0 

-0.1 

-0.2 

0.1 

Other^) 

0.0 

-0.1 

-0.2 

-0.3 

-0.6 

0.0 

-0.2 

-0.2 

-0.4 

0.0 


Sources: ESCB and European Commission (Eurostat). 

Note: Differenees between totals and the sum of their eomponents are due to rounding. 

1) Annual ehange in debt in period t as a pereentage of GDP in period t, i.e. [debt(t) - debt(t-l)]/GDP(t). 

2) Ineludes the differenee between the nominal and market valuation of general govemment debt. 

3) Transaetions in other aeeounts payable (govemment liabilities), seetor reelassifieations and statistieal diserepaneies. This item may also 
cover eertain eases of debt assumption and settlements under swaps and forward rate agreements. 


Table 8 Projections of the ageing-induced fiscal 

bürden 






(percentages) 

2010 

2020 

2030 

2040 

2050 

2060 

Elderly dependency ratio (population aged 65 and over as a 

Proportion of the population aged 15-64) 

19.0 

27.1 

35.4 

40.0 

51.9 

60.9 

Age-related govemment expenditure (in pereentage points 
ofGDP)') 

21.4 

20.9 

21.8 

21.8 

22.5 

23.3 


Sourees: European Commission (Eurostat) and The 2012 Ageing Report: Economic and budgetary projections for the 27 EU Member States 
(2010-2060), a joint report prepared by the European Co mm ission (DG ECFIN) and the Economic Policy Committee. 

1) The Ageing Working Group (AWG) risk scenario, strictly age-related item. 
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3 EXCHANGE RATE DEVELOPMENTS 


Table 9 (a) Exchange rate stability 


Participation in the exchange rate mechanism (ERM II) No 

Exchange rate level in May 2012 in PLN/EUR 4.29365 


Maximum upward deviation') 6.0 

Maximum downward deviation') -2.8 


Source: ECB. 

1) Maximum percentage deviations of the bilateral exchange rate against the euro from its average level in May 2012 over the period 
16 May 2012-15 May 2014, based on daily data at business frequency. An upward (downward) deviation implies that the 
currency was stronger (weaker) than its exchange rate level in May 2012. 


Table 9 (b) Key indicators of exchange rate pressure for the Polish zloty 


(average of three-month period ending in specified month) 

2012 2013 2014 



June| 

Sep.| 

Dec. 

Mar.| 

June| 

Sep.| 

Dec. 

Mar. 

Exchange rate volatilityi) 

7.0 

9.2 

6.0 

5.4 

6.7 

7.5 

3.8 

4.6 

Short-term interest rate differentiaP) 

4.3 

4.7 

4.4 

3.6 

2.7 

2.5 

2.4 

2.4 


Sources: National data and ECB calculations. 

1) Annualised monthly Standard deviation (as a percentage) of daily percentage changes in the exchange rate against the euro. 

2) Differential (in percentage points) between three-month interbank interest rates and the three-month EURIBOR. 


Chart 5 Polish zloty: nominal exchange rate development against the euro 

(a) Exchange rate over the reference period (daily data; H (b) Exchange rate over the last ten years (monthly data; 
average of May 20 1 2 = 1 00; 1 6 May 20 1 2- 1 5 May 2014) ■ average of May 20 1 2 = 1 00; May 2004-May 20 1 4) 
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Source: ECB. 

Note: An upward (downward) movement of the line indicates an appreciation (depreciation) of the Polish zloty. 
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Table IO PoMsh zloty: real exchange rate developments 


(monthly data; percentage deviation in April 2014 from the ten-year average calculated for the period May 2004- April 2014) 

^ Apr. 2014 

Real bilateral exehange rate against the euroh -0.4 

Memo items: 

Nominal effeetive exehange rate^) -3.8 

Real effeetive exchange rate'). 2 ) -1.2 

Source: ECB. 

Note: A positive (negative) sign indicates an appreciation (depreciation). 

1) Based on HICP and CPI developments. 

2) Effeetive exchange rate against the euro, the currencies of the non-euro area EU Member States and those of ten other major trading 
Partners. 


Table 1 1 External developments 


(as a percentage of GDP, unless otherwise stated) 



2004 

2005 

2006 

2007 

2008 

2009 

2010 

2011 1 

2012 1 

2013 

Balance of payments 

Current account and Capital account balance') 

-4.8 

-2.1 

-3.2 

-5.1 

-5.4 

-2.2 

-3.3 

-3.0 

-1.5 

1.0 

Current account balance 

-5.3 

-2.4 

-3.8 

-6.2 

-6.6 

-3.9 

-5.1 

-5.0 

-3.7 

-1.3 

Goods balance 

-2.4 

-1.0 

-2.1 

-4.4 

-5.8 

-1.7 

-2.5 

-2.7 

-1.4 

0.6 

Services balance 

0.0 

0.2 

0.2 

1.1 

1.0 

1.1 

0.7 

1.1 

1.2 

1.3 

Income balance 

-3.3 

-2.2 

-2.8 

-3.8 

-2.4 

-3.8 

-4.1 

-4.5 

-4.6 

-4.2 

Current transfers balance 

0.4 

0.6 

0.9 

1.0 

0.6 

0.6 

0.8 

1.2 

1.1 

1.0 

Capital account balance 

0.5 

0.3 

0.6 

1.1 

1.1 

1.6 

1.8 

2.0 

2.2 

2.3 

Combined direct and portfolio investment balance') 

8.4 

6.3 

2.3 

2.8 

1.3 

5.2 

6.8 

5.6 

5.2 

-0.3 

Direct investment balance 

4.7 

2.3 

3.1 

4.3 

2.0 

1.9 

1.4 

2.4 

1.1 

-0.2 

Portfolio investment balance 

3.7 

4.1 

-0.8 

-1.5 

-0.6 

3.2 

5.4 

3.2 

4.1 

-0.1 

Other investment balance 

-5.0 

-1.4 

1.8 

6.5 

6.0 

3.1 

2.0 

0.5 

-1.2 

0.8 

Reserve assets 

-0.4 

-2.7 

-0.8 

-3.0 

0.8 

-3.3 

-3.3 

-1.2 

-2.3 

-0.2 

Exports of goods and Services 

37.5 

37.1 

40.3 

40.8 

39.9 

39.4 

42.2 

45.1 

46.6 

47.8 

Imports of goods and Services 

39.8 

37.9 

42.3 

44.1 

44.7 

40.0 

44.1 

46.7 

46.8 

45.8 

Net international investment position^) 

-41.6 

-42.5 

-45.7 

-50.1 

-56.3 

-58.8 

-65.4 

-64.0 

-66.5 

-68.6 

Gross external debt2) 

42.0 

44.1 

46.6 

48.4 

56.8 

59.4 

66.4 

72.3 

71.0 

69.8 

Memo item: 

Export market shares^) 

0.84 

0.87 

0.93 

1.00 

1.07 

1.08 

1.05 

1.04 

1.01 

1.07 


Source: ECB. 

1) Differences between totals and the sum of their components are due to rounding. 

2) End-of-period outstanding amounts. 

3) As a percentage of total world goods and Services exports. 


Table 12 Indicators of Integration with the euro area 


(as a percentage of the total, unless otherwise stated) 



1 2004 1 

2005 1 

2006 1 

2007 1 

2008 1 

2009 1 

2010 1 

2011 1 

2012 1 

2013 

External trade with the euro area 

Exports of goods 

59.5 

57.6 

56.5 

55.8 

54.9 

57.2 

56.3 

54.7 

52.7 

51.5 

Imports of goods 

60.4 

61.2 

58.7 

59.0 

58.4 

58.6 

56.8 

55.9 

54.2 

54.5 

Investment position with the euro area 

Inward direct investment') 

75.0 

74.5 

74.3 

74.0 

74.4 

74.2 

74.1 

75.5 

75.9 

77.9 

Outward direct investment') 

46.9 

23.7 

43.3 

35.8 

41.2 

44.6 

46.6 

52.7 

56.5 

61.8 

Portfolio investment liabilities') 

52.1 

58.3 

57.3 

54.2 

58.0 

52.9 

52.2 

50.4 

47.9 


Portfolio investment assets') 

26.0 

26.6 

35.0 

53.5 

53.0 

52.9 

53.1 

53.1 

50.6 


Memo items: 

External trade with the EU 

Exports of goods 

80.8 

78.9 

79.3 

79.2 

78.2 

79.9 

79.3 

78.2 

76.2 

74.8 

Imports of goods 

75.3 

75.4 

73.1 

73.4 

71.9 

72.7 

70.8 

70.0 

67.7 

68.6 


Sources: ESCB, European Commission (Eurostat) and IMF. 
1) End-of-period outstanding amounts. 
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Poland 


4 LONG-TERM INTEREST RATE DEVELOPMENTS 


Table 13 Long-term Interest rates (LTIRs) 


(pereentages; average of observations through period) 

I Jan. 

Feb. 

I 

Mar. 

2014 

Apr. 1 

May 2013 
to Apr. 2014 

Long-term interest rate 

4.4 

4.5 

4.3 

4.1 

4.2 

Reference value^) 

- 

- 

- 

- 

6.2 

Euro area^) 

2.8 

2.6 

2.5 

2.4 

2.9 

Euro area (AAÄ)^) 

2.0 

1.8 

1.8 

1.7 

1.9 


Sources: ECB and European Commission (Eurostat). 

1) The basis of the ealeulation for the period May 20 13 -April 2014 is the unweighted arithmetie average of the interest rate levels 
in Ireland, Latvia and Portugal plus 2 percentage points. 

2) The euro area average is included for information only. 

3) The euro area AAA par yield eurve for the ten-year residual maturity is ineluded for information only. 


Chart 6 Long-term Interest rate (LTIR) 

(a) Long-term Interest rate (LTIR) I (b) LTIR and HICP Inflation differentials vis-ä-vis the euro area 

(monthly averages in pereentages) H (monthly averages in percentage points) 



2004 2006 2008 2010 2012 2004 2006 2008 2010 2012 

Sources: ECB and European Commission (Eurostat). 


Table 14 Selected Indicators of financial development and Integration 


(as a percentage of GDP, unless otherwise stated) 


2004 


2005 


2006 


2007 


2008 


2009 


2010 


2011 


2012 


2013 


Memo item: 


euro area 


2013 


Debt securities issued by corporations^) 

5.3 

6.9 

6.4 

5.8 

5.7 

7.2 

10.6 

13.3 

14.2 

15.1 

95.3 

Stock market capitalisatiotf) 

23.2 

31.4 

41.3 

43.3 

20.6 

30.3 

35.7 

28.9 

32.5 

35.3 

58.1 

MFI credit to non-govemment residents^) 

27.4 

28.4 

32.8 

39.0 

49.3 

50.0 

51.5 

54.4 

53.2 

54.2 

125.0 

Claims of euro area MFIs on resident MFIs"*) 

4.4 

3.8 

4.8 

7.6 

12.5 

12.4 

12.4 

11.7 

8.9 

8.0 

7.0 

Private sector credit flow^) 

1.8 

4.2 

9.3 

11.8 

11.6 

4.0 

3.2 

7.1 

3.4 


-0.4 

Private sector debt®) 

41.3 

42.7 

49.2 

55.2 

68.5 

68.8 

70.7 

76.4 

74.6 


164.5 

Financial sector liabilities^) 

15.2 

19.2 

24.2 

18.9 

7.1 

9.5 

13.1 

4.3 

9.6 


-2.5 


Sources: ESCB, European Commission (Eurostat), Federation of European Securities Exchanges, OMX and national stock exchanges. 

1) Outstanding amount of debt securities issued by resident non- financial corporations, MFIs and other financial corporations. 

2) Outstanding amounts of quoted shares issued by residents at the end of the period at market values. 

3) MFI (excluding NCB) credit to domestic non-MFI residents other than the general govemment. Credit includes outstanding amounts 
of loans and debt securities. 

4) Outstanding amount of deposits and debt securities issued by domestic MFIs (excluding the NCB) held by euro area MFIs as a 
percentage of total liabilities of domestic MFIs (excluding the NCB). Total liabilities exclude Capital and reserves and remaining 
liabilities. 

5) Transactions in securities other than shares issued and loans taken out by institutional sectors: non- financial corporations, households 
and non-profit institutions serving households. 

6) Outstanding amounts of securities other than shares issued and loans taken out by institutional sectors: non-financial corporations, 
households and non-profit institutions serving households. 

7) Sum of all liabilities of the total financial sector. The indicator is expressed as a year-on-year percentage change. 
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5.7 ROMANIA 

5.7.1 PRICE DEVELOPMENTS 

Over the reference period from May 2013 to April 2014, the 12-montli average rate of 
HICP inflation in Romania was 2.1%, i.e. above the reference value of 1.7% for the 
criterion on price stability (see Table 1). On the basis of the most recent Information, the 
12-month average rate of HICP inflation is expected to increase in the coming months. 

Looking back over a longer period, the average annual rate of HICP inflation in Romania 
decreased from very high levels in the early 2000s up to 2007, when the downward trend 
was reversed. In 2009 inflation feil again and broadly stabilised at an elevated level, 
before declining to historically low levels in 2012 and 2013 (see Chart 1). More 
specifically, annual HICP inflation declined from 11.9% in 2004 to 4.9% in 2007, before 
picking up to 7.9% in 2008, owing to the combined effects of supply-side shocks and 
demand pressures. In 2009 inflation once again feil somewhat, reflecting lower 
Commodity prices and the contraction in economic activity, which more than offset the 
impact of a significant depreciation of the leu. From 2009 to 2011 average annual HICP 
inflation ranged between 5.6% and 6.1%, mirroring closely the developments in energy 
and food prices, which together represented roughly 50% of Romania’ s HICP basket of 
goods and Services, as well as increases in excise duties in 2009-10 and in the value added 
tax (VAT) rate in 2010. In 2012 and 2013 it feil to 3.4% and 3.2% respectively owing to 
weak domestic demand, a good harvest in 2013 and a reduction in the VAT rate on flour 
and bakery products in September 2013. 

These inflation developments took place against the background of a number of important 
policy choices, most notably the Orientation of monetary policy towards the achievement 
of price stability, as enshrined in the central bank law. In 2005 Banca Nationalä a 
Romäniei shifted to an inflation-targeting framework combined with a managed floating 
exchange rate regime. The annual CPI inflation target was initially set at 7.5% and was 
reduced gradually to stand at 3.5% in 2009 and 2010, 3.0% in 2011 and 2012, and 2.5% 
from 2013 onwards, with a 1 percentage point Variation band around the central target. 
Following a certain amount of fiscal consolidation between 2002 and 2005, the fiscal 
deficit Started to rise again as of 2006 and recorded sharp increases in 2008 and 2009. 
However, from 2010 the Romanian government implemented more forcefully the fiscal 
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consolidation measures agreed in the context of the three EU-IMF financial assistance 
programmes. The current two-year precautionary financial assistance programme was 
approved at the end of September 2013. 

Inflation dynamics over the past ten years should be viewed against a background of 
overheating in the economy from 2004 to 2008, which was followed by a sharp 
contraction in economic activity in 2009 and 2010, and a moderate recovery from 2011 to 
2013 (see Table 2). Labour market conditions reflected economic developments, although 
the impact of the business cycle on unemployment was more muted. Düring the period 
2004-08 unemployment declined and wage growth significantly outpaced productivity 
growth, which in turn drove up unit labour cost growth to double-digit levels. Thereafter, 
the unemployment rate picked up again, from 5.8% in 2008 to 7.3% in 2013. Wage 
growth peaked at 31.9% in 2008. Following three years of wage cuts from 2009 to 2011, 
including a 25% cut in public sector wages in 2010, compensation per employee rose 
again thereafter, with average annual growth rates of 3.6% in 2012 and 6.2% in 2013. At 
the same time unit labour cost growth feil from 22.9% in 2008 to 2.5% in 2013. After 
three years of low, and in some cases negative, annual rates of change in unit labour costs 
from 2009 to 2011, unit labour cost growth picked up to 4.4% in 2012, owing to a 0.8% 
fall in labour productivity growth. As labour productivity growth went up to 3.7% in 
2013, unit labour cost growth decreased again to 2.5%. These developments are 
attributable, inter alia, to a reduction in public sector employment, a full restoration of 
public sector wages and large increases in minimum wages. In addition, there is 
uncertainty surrounding the quality of private sector wage data, particularly given the 
scale of the informal economy. House prices continued to decline from their peak in 2007, 
falling by a total of more than 60% up to 2013, with the dynamics of the house prices 
declines having significantly decelerated in recent years. Overall, Import prices remained 
rather volatile during the period under review, mainly reflecting developments in 
Commodity prices and the volatility of the effective exchange rate (EER). 

Looking at recent developments, annual HICP Inflation broadly followed a downward 
path from its peak of 5.4% in September 2012 to 1.1% in September 2013, before picking 
up somewhat to 1.6% in April 2014 (see Table 3a) following an increase in excise duties 
on fuel. The Overall marked decline is attributable to a reduction in the VAT rate on flour 
and bakery products, easing pressures from energy and food prices on the back of global 
price developments, a very good harvest, downward base effects and the disinflation 
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pressures exerted by the negative output gap and falling inflation expectations. From 2011 
HICP inflation excluding unprocessed food and energy decelerated more strongly than 
Overall inflation. Ttiis partly reflects moderate increases in administered prices, which 
account for 14% of Romania’ s HICP basket of goods and Services, following the ongoing 
deregulation of prices for electricity and natural gas in the context of the EU-IMF 
precautionary financial assistance programme. The EER of the leu depreciated from mid- 
2011 to the end of 2012, thus adding to Import price inflation. However, from 2013 the 
Situation reversed, with the import price deflator once more slipping into negative 
territory. Recent inflation developments should be viewed in the light of sluggish 
domestic demand, despite a clearly improved macroeconomic Outlook. Supported by 
strong increases in exports (including to outside the EU) and a good harvest, real GDP 
grew by 3.5%, on average, in 2013, after a very moderate 0.6% in 2012. The sharp decline 
in the inflation rate - temporarily even to levels below the lower side of the targeting band 
- and a favourable inflation outlook enabled Banca Nationalä a Romäniei to cut key 
interest rates by a total of 175 basis points between July 2013 and February 2014 to a 
record low of 3.5%. 

The latest available forecasts from major international institutions project average annual 
inflation to rise gradually from historically low levels and to ränge from 2.2% to 2.5% in 
2014 and from 3.0% to 3.3% in 2015 (see Table 3b). Inflationary pressures in Romania 
are expected to remain contained, given the weakness in domestic demand and the fragile 
international environment, which should also contribute to moderate wage increases in the 
private sector. Annual HICP inflation is expected to fall further in the coming months, 
owing to downward base effects, a persistently negative output gap and low food prices. 
Following an increase of excise duties on fuel, inflation is projected to pick up again as of 
April 2014 towards the upper side of the targeting band, as the favourable effects of 
measures such as the VAT cut in September 2013 are expected to wane. Thereafter, 
inflation is expected to stabilise within the inflation targeting band. While the immediate 
risks to the inflation outlook are broadly balanced, upside risks prevail in the medium 
term. They relate to a stronger than expected rise in global commodity prices and 
depreciation pressures on the leu resulting from renewed tensions in global financial 
markets. Risks from domestic sources are associated with the impact of further 
deregulation of energy prices and hikes in excise duties, as well as persistent uncertainty 
regarding the progress made on implementing the structural reform measures agreed in the 
context of the precautionary financial assistance programme. Moreover, there are risks 
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stemming from possible fiscal slippages in the context of the presidential elections 
scheduled for December 2014. Weaker than expected economic activity constitutes a 
downside risk to the inflation outlook. Looking further ahead, the catching-up process is 
likely to have a bearing on inflation and/or the nominal exchange rate over the coming 
years, given that GDP per capita and price levels are still significantly lower in Romania 
than in the euro area (see Table 2). However, it is difficult to assess the exact magnitude 
of the effect resulting from this catching-up process. 

Achieving an environment that is conducive to sustainable convergence in Romania 
requires, among other things, a stability-oriented monetary policy and persistence with 
structural reforms in line with Romania’ s commitments under the EU-IMF financial 
assistance programmes. Regarding macroeconomic imbalances, the country is subject to 
surveillance under a macroeconomic adjustment programme supported by financial 
assistance. Specifically, progress in the areas below will help to achieve an environment 
that is conducive to sustainable price stability and promote competitiveness and 
employment growth. 

With regard to structural reforms, the government should continue with product market 
reforms to boost investment and competition. The deregulation of energy prices, 
improvements to the quality of the energy and transportation infrastructure, and the reform 
of state-owned enterprises should continue as planned. There is also a need for further 
improvements to the institutional, judicial, regulatory and business environment, including 
the fight against corruption, which would also help to enhance Romania’ s absorption 
capacity of EU funds. In terms of the competitiveness of the economy, it is essential to 
enhance labour flexibility and to better align wage growth with productivity gains. 
Measures aimed at reducing youth and long-term unemployment should be implemented, 
and training and education improved. 

Financial sector policies should be geared towards continuing to safeguard financial 
stability, thereby ensuring a sound contribution to economic growth from the financial 
sector. In order to minimise the potential risks to financial stability associated with a high 
Proportion of foreign currency loans, it is necessary for Romania to continue to fully apply 
the recommendation of the ESRB on lending in foreign currencies^^, with which it was 

See Recommendation (ESRB/2011/1) of the European Systemic Risk Board of 21 September 

2011 on lending in foreign currencies. 
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considered to be fully compliant in the follow-up report published by the ESRB in 
November 2013. Close Cooperation between home and host country supervisory 
authorities is important to ensure the effective implementation of these measures. Finally, 
financial stability could benefit from Romania’ s participation in the SSM, which will take 
up its Prudential supervisory tasks in November 2014. 
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5.7.2 FISCAL DEVELOPMENTS 

Romania is not currently subject to an EU Council decision on the existence of an 
excessive deficit. In the reference year 2013 the general government budget balance 
showed a deficit of 2.3% of GDP, i.e. below the 3% reference value. The general 
government gross debt-to-GDP ratio was 38.4%, i.e. well below the 60% reference value 
(see Table 4). The budget balance ratio improved by 0.7 percentage point compared with 
the previous year, while the public debt ratio increased by 0.4 percentage point. In 2014 
the deficit ratio is forecast by the European Commission to decline to 2.2% and the 
government debt ratio to increase to 39.9%. With regard to other fiscal factors, the deficit 
ratio did not exceed the ratio of public investment to GDP in 2013, nor is it expected to 
exceed it in 2014. 

Looking at developments in Romania’ s budgetary position over the period from 2004 to 
2013, after Standing at 1.2% in 2004 and 2005, the deficit-to-GDP ratio began to rise and 
recorded sharp increases in 2008 and 2009 (when it reached 9.0% of GDP). This upward 
trend has been reversed since 2010 (see Table 5 and Chart 2a). As the deficit-to-GDP ratio 
rose above the 3% of GDP reference value in 2008, the ECOFIN Council decided on 7 
July 2009 that an excessive deficit Situation existed in Romania and initially set the 
deadline for correcting it for 2011. This deadline was extended to 2012 following the 
ECOFIN Council’s recommendation of 12 February 2010. The excessive deficit 
procedure for Romania was abrogated in June 2013, as the country reached a deficit of 3% 
ofGDP in 2012. 

European Commission estimates indicate that in 2009 and 2010, when the financial and 
economic crisis heavily affected public fmances, cyclical factors had a negative, albeit 
declining, impact on the budget balance (see Chart 2b). Non-cyclical factors contributed to 
an increase in the budget deficit Overall from before 2009, but particularly in 2008. This 
trend has been reversed since 2010, when the Romanian government implemented more 
forcefully fiscal consolidation measures agreed under the financial assistance programme 
led by the EU and the IMF. Fiscal consolidation packages included sizeable increases in 
indirect tax rates and substantial wage cuts in the public sector, as well as in most social 
transfers, excluding pensions. Moreover, the pace of adjustment in public sector 
employment was significantly faster than expected. In the absence of any substantial 
temporary and one-off factors before 2010, the underlying changes in the budget deficit 
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seem to reflect a stmctural deterioration in Romania’ s fiscal position until 2009 and 
consolidation thereafter. 

Turning to developments in general government gross debt, the debt-to-GDP ratio 
increased cumulatively by 19.7 percentage points between 2004 and 2013, particularly 
between 2009 and 2012 (see Chart 3a and Table 6). Among the factors underlying the 
annual change in the debt ratio, the primary budget balance started to have a debt- 
increasing impact from 2006 onwards, reaching a peak in 2009 (see Chart 3b). Similarly, 
the growth/interest rate differential had a debt-increasing impact between 2009 and 2010, 
which was a result of deteriorating macroeconomic and financial conditions. In 2013 the 
slight increase in the general government debt-to-GDP ratio mainly reflected a persistently 
small primary deficit ratio. 

As regards Romania’ s general government debt structure, the share of government debt 
with a short-term maturity declined from 16.2% in 2004 to 9.4% in 2006, before 
increasing to 24.5% in 2010 and then declining again to 6.2% in 2013 (see Table 6). 
Taking into account the level of the debt ratio, fiscal balances are relatively insensitive to 
changes in interest rates. The proportion of government debt denominated in foreign 
currency is high (56.6% in 2013). Given the Overall debt level, fiscal balances are also 
relatively sensitive to changes in exchange rates. Düring the crisis that hit Romania in 
2009, the share of debt with a short-term maturity continued to rise, pointing to an 
increase in debt-related vulnerabilities, before starting to decline again in 2011. The share 
of debt denominated in foreign currency remained relatively stable. At the same time, the 
Romanian government has not incurred contingent liabilities resulting from government 
interventions to Support financial institutions and financial markets during the crisis (see 
Section 5.9). 

With regard to other fiscal indicators (see Chart 4 and Table 5), the general government 
total expenditure-to-GDP ratio increased from 33.6% in 2004 to 35% in 2013. After 
peaking at 41.1% of GDP in 2009, the expenditure ratio declined between 2010 and 2013, 
mainly as a result of lower compensation of employees reflecting sizeable wage and 
employment reductions in the public sector, as well as social benefits other than in kind. 
Capital spending increased as a ratio of GDP in the review period, but has been declining 
since 2012. Total government revenue as a share of GDP increased slightly from 32.3% of 
GDP in 2004 to 32.7% in 2013. After peaking at 35.3% of GDP in 2007, the total 
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revenue-to-GDP ratio declined towards the end of 2008 and in 2009 following the 
financial and economic crisis. This trend was reversed in 2010, mainly as a result of 
significant indirect tax hikes, which had a positive carry-over effect in 2011. Total 
government revenue then stabilised at current levels. 

Looking ahead, Romania’ s medium-term fiscal policy strategy, as presented in the 2014 
convergence Programme (dated April 2014), envisages a decline in the deficit ratio to 
2.2% of GDP in 2014. The deficit has to be reduced to 2.2% of GDP in 2014 in 
accordance with Romania’ s commitments under the EU-IMF precautionary financial 
assistance Programme. The new target exceeds the original target of 2.0% of GDP (in both 
cash and ESA terms) by 0.2 percentage point in order to allow for higher EU co-fmancing. 
The convergence programme foresees a gradual reduction of the deficit ratio to 1.1% by 
2017. The projected fiscal consolidation for 2014 mainly anticipates measures on the 
revenue side - such as increases in excise taxes and the property tax - to ensure that 
deficit targets are reached. The budget law envisages moderate increases in public sector 
wages and pensions, which are partly contingent on revenue collection. However, fiscal 
outturns are shrouded in uncertainty in view of the presidential elections scheduled for 
December 2014. According to the 2014 convergence programme, Romania’s medium- 
term objective is a deficit of 1% of GDP in structural terms. The 2014 convergence 
Programme projects the medium-term objective to be reached in 2015. According to the 
European Commission’ s projections, the structural deficit will, however, remain above the 
medium-term objective in 2015. 

On 2 March 2012 Romania signed the Treaty on Stability, Coordination and Governance 
in the Economic and Monetary Union (TSCG), committing, inter alia, to apply (and 
include in its national legislation) the fiscal rules specified under Title III, “Fiscal 
Compact”, as referred to in Box 2 of Chapter 2. 

As regards fiscal governance, Romania has implemented several reforms over the past few 
years as part of the EU-IMF financial assistance programmes, including the setting-up of 
an independent fiscal council, the amendment of the Fiscal Responsibility Law to 
Implement the Treaty on Stability, Coordination and Governance, and a reform of the tax 
collection agency (ANAF). However, further efforts are necessary to ensure the new 
institutional fiscal framework functions properly, particularly at local level. The build-up 
of arrears in public Companies needs continued scrutiny, as this may incur upside risk to 
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the government deficit and debt (see Section 5.9). Full compliance with the provisions for 
an enhanced national governance framework under Council Directive 2011/85/EU and 
with the Treaty on Stability, Coordination and Governance in the Economic and Monetary 
Union, as referred to in Box 2 of Chapter 2, should be ensured. 

Turning to factors that will have an impact on Romania’ s public fmances over the long 
term, a steep ageing of the population is expected, as highlighted in Table 8. According to 
the 2012 projections by the European Commission and the EU’s Economic Policy 
Committee, starting from a level of 17.6% of GDP in 2010, Romania is likely to 
experience a significant increase in strictly age-related public expenditure amounting to 
6.5 percentage points of GDP in the years to 2060 - above the EU average - in spite of a 
comprehensive pension reform adopted in 2010.^^ Under the EU-IMF financial assistance 
Programme, preparations are being made to reform the health sector. 

Turning to fiscal challenges, Romania must ensure rapid convergence towards its 
medium-term objective and fulfil the commitments agreed in the context of the EU-IMF 
financial assistance Programme. This requires the continuation of a prudent expenditure 
and revenue policy in the medium term. Despite some recent progress, Romania should 
take more determined measures to reduce payment arrears (as defmed in ESA 95 terms) of 
the general Consolidated budget and prevent the accumulation of new arrears, in particular 
in the health sector. On the revenue side, the government should continue its efforts to 
further improve the absorption rate of EU funds, which could Support adjustment in a 
growth-friendly way. Romania’ s fiscal policy strategy should be supported by the rigorous 
Implementation of its revised fiscal framework. At the same time, Romania should make 
every effort to fully comply with its obligations under the enhanced Stability and Growth 
Pact. Over the longer run, the risks to medium term fiscal sustainability warrant structural 
fiscal reforms that focus on avoiding pro-cyclical fiscal policies as well as improving the 
sustainability of the pension System, tax administration, municipalities’ fiscal 
responsibility and the Overall quality of economic governance. 
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5.7.3 EXCHANGE RATE DEVELOPMENTS 

In the two-year reference period from 16 May 2012 to 15 May 2014, the Romanian leu 
did not participate in ERM II, but traded under a flexible exchange rate regime involving a 
managed floating of the currency (see Table 9a). Over the reference period the Romanian 
currency mostly traded around its May 2012 average exchange rate against the euro, 
which is used as a benchmark for illustrative purposes in the absence of an ERM II central 
rate. On 15 May 2014 the exchange rate stood at 4.4328 lei per euro, i.e. 0.2% stronger 
than its average level in May 2012. Over the reference period the maximum upward 
deviation from this benchmark was 3.1%, while the maximum downward deviation 
amounted to 4.6% (see Chart 5 and Table 9a). 

The exchange rate of the Romanian leu against the euro showed a relatively high degree 
of volatility, as measured by annualised Standard deviations in daily percentage changes. 
Düring the first half of the reference period between May 2012 and May 2013, the 
Romanian leu appreciated by about 2.5% on account of improving global financial market 
conditions, growing Investor confidence in the region and a relatively high positive 
interest rate differential vis-ä-vis euro area assets. Thereafter the leu depreciated by about 
5% during a period of increased volatility in mid-2013 against the background of investor 
uncertainty regarding the tapering-off of quantitative easing in the United States. After a 
gradual normalisation of financial market conditions, the leu strengthened somewhat amid 
an improving outlook for the Romanian economy and stabilised around its average level at 
the beginning of the reference period. At the same time short-term interest rate 
differentials against the three-month EURIBOR remained, on average, at a high level, 
although declining gradually amid interest rate cuts by Banca Nationalä a Romäniei in an 
environment of decreasing inflation differentials vis-ä-vis the euro area (see Table 9b). 

In 2009 an international financial assistance package led by the EU and the IMF was 
agreed for Romania, which was followed in 2011 by a precautionary financial assistance 
Programme by the EU and the IMF, totalling €5 billion. In late 2013 this was replaced by 
a further precautionary financial assistance programme by the EU and the IMF, totalling 
€4 billion. During the reference period Romania did not draw on the resources of the 
precautionary arrangements. As these agreements helped to reduce financial 
vulnerabilities, they might also have contributed to reducing exchange rate pressures over 
the reference period. 


Convergence Report 
June 2014 


ECB 




Deutscher Bundestag - 18. Wahlperiode 


-545- 


Drucksache 18/1730 


In a longer-term context, in April 2014 both the real effective exchange rate and the real 
bilateral exchange rate of the Romanian leu against the euro stood relatively dose to the 
corresponding ten-year historical averages (see Table 10). However, these indicators 
should be interpreted with caution, as during this period Romania was subject to a process 
of economic convergence, which complicates any historical assessment of real exchange 
rate developments. 

As regards other external developments, Romania’ s current and Capital account has 
adjusted substantially in recent years. After reporting a progressive increase in the external 
deficit between 2004 and 2007, reaching double-digit levels in the period from 2006 to 
2008, the combined current and Capital account deficit declined to 3.6% of GDP in 2009, 
improving further to 3.0% of GDP in 2012 and turning into a surplus of 1.2% of GDP in 
2013 (see Table 11). The improvement in the current and Capital account balance 
primarily reflected the sharp decline in the goods deficit, which was mainly driven by 
strong export performance and moderate domestic demand. The external deficit has been 
fmanced mainly by net inflows in direct and portfolio investment. By contrast, net inflows 
in other investment turned negative in 2012 and 2013. Against this background, gross 
external debt increased substantially from 34.5% of GDP in 2004 to 77.1% in 2011 and 
thereafter declined to 75.3% in 2012 and 68.6% in 2013. At the same time the country’s 
net international investment position deteriorated substantially from -26.4% of GDP in 
2004 to -67.5% in 2012, but improved to -62.3% of GDP in 2013. Fiscal and structural 
policies therefore continue to be important for supporting external sustainability and the 
competitiveness of the economy. Romania is a small open economy; the ratio of its 
foreign trade in goods and Services to GDP increased from 35.8% in 2004 to 42.4% in 
2013 for exports and decreased from 44.8% in 2004 to 42.9% in 2013 for Imports. Over 
the same period Romania’s share in world exports increased from 0.24% to 0.35%. 

Concerning measures of economic integration with the euro area, in 2013 exports of goods 
to the euro area constituted 51.1% of total goods exports, whereas the corresponding 
figure for imports amounted to 53.4%. The share of euro area countries in Romania’s 
inward direct investment stood at 80.6% in 2013, and their share in its portfolio 
investment liabilities was 50.7% in 2012. The share of Romania’s assets invested in the 
euro area amounted to 21.2% in the case of direct investment in 2013 and 64.1% for 
portfolio investment in 2012 (see Table 12). 
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5.7.4 LONG-TERM INTEREST RATE DEVELOPMENTS 

Long-term interest rates in Romania were 5.3% on average over the reference period from 
May 2013 to April 2014 and were thus below the 6.2% reference value for the interest rate 
convergence criterion (see Table 13). 

Long-term interest rates in Romania were broadly stähle in a ränge close to 7% between 
2005 and mid-2008 (see Chart 6a). From August 2008 long-term interest rates increased 
against the backdrop of deteriorating economic activity and a pass-through of an upward 
trend in the monetary policy interest rate. With the onset of tensions in global financial 
markets, the long-term interest rate increased significantly, reflecting a rise in the country 
risk premium and liquidity strains in the market. Romania’ s vulnerability to significant 
external and internal imbalances and its poorer economic Outlook at the time were further 
reflected in the downgrade of its sovereign credit rating by some rating agencies to below 
Investment grade level. Long-term interest rates peaked at 11.5% in July 2009. Also in 
this period, the joint EU-IMF multilateral adjustment programme was approved. Long- 
term interest rates were subsequently placed on a downward trend, supported by easing 
inflationary pressures and a decline in the monetary policy rate, and reached a low of 
6.7% in early 2011, shortly before the expiration of the multilateral adjustment 
Programme. Romanian authorities then signed a new programme with the EU and IMF, 
which was treated as precautionary. The improved Outlook for the economy, including the 
soundness of public fmances, also led one major credit rating agency to restore the rating 
of Romania’ s sovereign long-term debt to Investment grade in mid-201L This was 
followed by the successful issuance of a 30-year bond at the beginning of 2014. Since 
mid-2011, long-term interest rates have been on a broadly declining trend, which 
accelerated between end-2012 and the first part of 2013 against declining risk premia and 
stronger investor appetite for Romanian government securities, yet stabilised during the 
reference period despite some upward pressure in global bond markets amid policy rate 
cuts implemented by Banca Nationalä a Romäniei in the context of the improved inflation 
Outlook. At the end of the reference period long-term interest rates in Romania stood at 


5.2%. 


The long-term interest rate differential between Romania and the euro area average 
fluctuated between 2.2 and 4.0 percentage points between 2005 and 2007 (see Chart 6b). 


Data are available on the reference long-term interest rate for Romania from 2005 onwards. 
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Subsequently, it increased in parallel with changes in the inflation differential between 
Romania and the euro area, peaking at 7.7 percentage points in August 2009. From late 
2009, the long-term interest rate differential embarked on a sharp downward trend before 
Stabilising in a ränge between around 2.0 and 3.5 percentage points, where it has remained 
since November 2010, albeit increasing slightly since late 2013. The long-term interest 
rate differential with the euro area average stood at 2.8 percentage points (and 3.5 
percentage points with respect to the AAA euro area yield) at the end of the reference 
period. 

As regards financial market developments, Capital markets in Romania are much smaller 
and still underdeveloped relative to those of the euro area (see Table 14). By international 
Standards, the corporate bond market is still at an early stage in terms of issuance volume, 
with the amount of outstanding debt securities issued by corporations (a measure of 
market-based indebtedness) reaching just 0.3% of GDP at the end of 2013. Stock market 
capitalisation stood at 11.6% of GDP in 2013, compared with the 17%-18% ratio which 
Romania typically posted during the 2005-07 period, marked by financial and credit 
expansion. Bank fmancing as measured by credit to non-government residents, expressed 
as a ratio to GDP, remains less developed than in peer countries, amounting to 34.8% of 
GDP at the end of 2013. Foreign-owned banks, primarily from the euro area, play a major 
role in the Romanian banking sector, with the majority of loans to the private sector 
denominated in foreign currencies. The international Claims of euro area banks in the 
country are relatively high, at 20.1% of total domestic liabilities in 2013. 
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Romania 


I PRICE DEVELOPMENTS 


Table I HICP Inflation 


(annual percentage changes) 

Jan. 

Feb. 

2014 

Mar. 

Apr. 1 

May 2013 
to Apr. 2014 

HICP Inflation 

1.2 

1.3 

1.3 

1.6 

2.1 

Reference value‘^ 





1.7 

Euro area^^ 

0.8 

0.7 

0.5 

0.7 

1.0 


Source: European Commission (Eurostat). 

1) The basis of the calculation for the period May 20 13 -April 2014 is the unweighted arithmetic average of 
the annual percentage changes in the HICP for Latvia, Portugal and Ireland plus 1.5 pereentage points. 

2) The euro area is included for information only. 


Chart I Price developments 


(average annual percentage changes) 
HICP 

■ ■ ■ ■ unit labour eosts 
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2004 2006 2008 2010 2012 


Source: European Co mm ission (Eurostat). 


Table 2 Measures of Inflation and related indkators 


(annual pereentage changes, unless otherwise stated) 



2004 1 

2005 1 

2006 

2007 

2008 1 

2009 1 

2010 1 

2011 1 

2012 1 

2013 

Measures of inflation 

HICP 

11.9 

9.1 

6.6 

4.9 

7.9 

5.6 

6.1 

5.8 

3.4 

3.2 

HICP excluding unprocessed food and energy 

12.2 

6.3 

5.8 

5.5 

7.6 

6.6 

6.4 

5.0 

3.3 

2.3 

HICP at constant tax ratest 

10.8 

8.3 

5.4 

4.2 

7.1 

4.0 

1.8 

3.8 

3.2 

3.0 

CPI 

11.9 

9.0 

6.6 

4.8 

7.9 

5.6 

6.1 

5.8 

3.3 

4.0 

Private eonsumption deflator 

12.7 

6.9 

4.9 

4.8 

10.0 

3.7 

7.7 

4.3 

3.9 

4.4 

GDP deflator 

15.5 

12.2 

10.6 

13.5 

15.3 

4.2 

5.7 

4.0 

4.7 

3.5 

Producer priees^) 

19.2 

18.4 

7.8 

7.6 

10.9 

1.9 

4.0 

6.6 

4.8 

3.7 

Related indicators 

Real GDP growth 

8.5 

4.2 

7.9 

6.3 

7.3 

-6.6 

-1.1 

2.3 

0.6 

3.5 

GDP per eapita in PPS^) (euro area = 100) 

31.7 

32.6 

35.9 

39.4 

45.2 

45.9 

46.7 

47.3 

49.0 


Comparative price levels (euro area = 100) 

42.1 

53.3 

56.6 

62.9 

61.2 

54.3 

55.6 

57.0 

54.3 


Output gap4) 

4.1 

3.4 

5.7 

6.3 

8.6 

0.2 

-2.3 

-1.8 

-3.2 

-1.6 

Unemployment rate (%)5) 

8.0 

7.2 

7.3 

6.4 

5.8 

6.9 

7.3 

7.4 

7.0 

7.3 

Unit labour eosts, whole economy 

3.1 

22.0 

4.9 

15.2 

22.9 

2.9 

-2.4 

-7.0 

4.4 

2.5 

Compensation per employee, whole economy 

13.8 

29.1 

12.4 

22.0 

31.9 

-1.9 

-3.3 

-4.1 

3.6 

6.2 

Labour productivity, whole economy 

10.3 

5.8 

7.1 

5.9 

7.3 

-4.7 

-0.9 

3.2 

-0.8 

3.7 

Imports of goods and Services deflator 

8.9 

-2.9 

-0.4 

-7.6 

15.4 

3.3 

5.7 

6.0 

5.6 

-1.5 

Nominal effeetive exchange rate®) 

-6.4 

11.0 

2.6 

6.6 

-9.0 

-11.9 

-1.5 

-0.6 

-6.2 

2.0 

Money supply (M3)^) 

- 

40.0 

31.1 

3.9 

12.9 

7.2 

6.6 

6.1 

3.8 

8.7 

Lending from banks*) 

- 

52.2 

61.4 

55.3 

23.8 

-2.0 

6.3 

7.6 

-0.7 

-3.5 

Stock priees (The Bueharest Exehange BET index) 

103.8 

38.0 

28.5 

32.6 

-70.3 

37.3 

14.6 

-15.7 

6.3 

20.0 

Residential property priees^) 

30.7 

63.8 

53.2 

51.5 

-10.9 

-27.8 

-7.8 

-14.2 

-6.5 

-0.2 


Sourees: European Commission (Eurostat), national data (CPI, money supply, lending from banks and residential property priees) and 
European Commission (output gap). 

1) The difference between the "HICP" and the "HICP at constant tax rates" shows the theoretical impaet of ehanges in indirect taxes 
(e.g. VAT and excise duties) on the Overall rate of Inflation. This impaet assumes a full and instantaneous pass-through of tax rate 
changes on the price paid by the consumer. 

2) Domestie sales, total industry excluding construction. 

3) PPS Stands for purehasing power Standards. 

4) Percentage difference of potential GDP: a positive (negative) sign indicates that actual GDP is above (below) potential GDP. 

5) The definition conforms to ILO guidelines; 2004 data are provided by the Romanian national Statistical Institute. 

6) A positive (negative) sign indicates an appreciation (depreciation). 

7) The series includes repurchase agreements with central counterparties. 

8) Not adjusted for the dereeognition of loans from the MFI Statistical balance sheet due to their sale or securitisation. 

9) Data up to 2009 reflect changes in priees for Bucharest (series has been discontinued); 2010 data show changes in priees of all 
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Table 3 Recent Inflation trends and forecasts 

(annual pereentage changes) 






(a) Recent trends in the HICP 


2013 

2014 



I Nov. I 

Dec. 1 

Jan. 1 

Feb. 

Mar.| 

Apr. 

HICP 






Annual pereentage change 1 .3 

1.3 

1.2 

1.3 

1.3 

1.6 

Change in the average of the latest three months from the 
previous three months, annualised rate, seasonally adjusted -1.1 

0.3 

1.5 

2.8 

3.1 

3.2 

Change in the average of the latest six months from the 

previous six months, annualised rate, seasonally adjusted 0.9 

0.3 

0.3 

0.5 

0.8 

1.3 

Sourees: European Commission (Eurostat) and ECB ealeulations. 






(b) Inflation forecasts 

, 


2014 1 


2015 

HICP, European Commission (Spring 2014) 

CPI, OECD (May 2014)1) 



2.5 


3.3 

CPI, IMF (April 2014) 



2.2 


3.1 

CPI, Consensus Economics (April 2014) 



2.2 


3.0 


Sources: European Commission, OECD, IMF and Consensus Eeonomies. 
1) Romania is not a member of the OECD. 
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2 FISCAL DEVELOPMENTS 


Table 4 General government fiscal position 




(as a percentage of GDP) 

2012 

2013 

20141) 

General govemment surplus (+)/de fielt (-) 

-3.0 

-2.3 

-2.2 

Reference value 

-3.0 

-3.0 

-3.0 

Surplus/deficit, net of govemment investment expenditure^) 

1.8 

2.2 

2.1 

General govemment gross debt 

38.0 

38.4 

39.9 

Reference value 

60.0 

60.0 

60.0 


Sources: European Commission (Eurostat, DG ECFIN) and ECB calculations. 

1) European Commission projections. 

2) A positive (negative) sign indicates that the government deficit is lower (higher) than govemment investment expenditure. 


Table 5 General government budgetary position 


(as a percentage of GDP) 



2004 

2005 

2006 

2007 

2008 

2009 

2010 

2011 

2012 1 

2013 

Total revenue 

32.3 

32.4 

33.3 

35.3 

33.6 

32.1 

33.3 

33.9 

33.7 

32.7 

Current revenue 

31.9 

32.1 

33.2 

34.1 

32.8 

31.8 

32.6 

33.2 

32.8 

32.1 

Direct taxes 

6.4 

5.3 

6.0 

6.7 

6.7 

6.5 

6.1 

6.2 

6.1 

6.0 

Indirect taxes 

11.7 

12.9 

12.8 

12.3 

11.7 

10.7 

11.9 

13.0 

13.2 

12.7 

Social Security contributions 

9.7 

10.3 

10.3 

10.5 

10.1 

10.2 

9.5 

9.1 

9.0 

8.8 

Other current revenue 

4.2 

3.6 

4.0 

4.6 

4.3 

4.3 

5.2 

4.9 

4.6 

4.6 

Capital revenue 

0.4 

0.3 

0.1 

1.2 

0.8 

0.3 

0.7 

0.7 

0.8 

0.6 

Total expenditure 

33.6 

33.6 

35.5 

38.2 

39.3 

41.1 

40.1 

39.4 

36.7 

35.0 

Current expenditure 

28.5 

28.7 

28.9 

30.5 

31.6 

34.8 

33.5 

31.5 

30.9 

29.6 

Compensation of employees 

8.1 

8.7 

9.3 

9.7 

10.5 

10.9 

9.7 

7.9 

7.8 

8.1 

Social benefits other than in kind 

8.7 

8.9 

8.8 

9.2 

10.4 

12.7 

12.9 

12.0 

11.3 

10.8 

Interest payable 

1.5 

1.2 

0.8 

0.7 

0.7 

1.5 

1.5 

1.6 

1.8 

1.8 

of which: impact of swaps and FRAsi) 

0.0 

0.0 

0.0 

0.0 

0.0 

0.0 

0.0 

0.0 

0.0 

0.0 

Other current expenditure 

10.2 

9.9 

10.0 

10.9 

10.0 

9.6 

9.4 

10.0 

9.9 

8.9 

Capital expenditure 

5.0 

4.9 

6.6 

7.7 

7.7 

6.3 

6.6 

7.9 

5.8 

5.3 

Surplus (+)/deficit (-) 

-1.2 

-1.2 

-2.2 

-2.9 

-5.7 

-9.0 

-6.8 

-5.5 

-3.0 

-2.3 

Primary balance 

0.3 

0.1 

-1.4 

-2.2 

-5.0 

-7.5 

-5.3 

-3.9 

-1.2 

-0.5 

Surplus/deficit, net of govemment 
investment expenditure 

1.8 

2.7 

2.9 

3.2 

0.9 

-3.1 

-1.1 

-0.1 

1.8 

2.2 


Sources: ESCB and European Co mm ission (Eurostat). 

Notes: Differences between totals and the sum of their components are due to rounding. Interest payable as reported under the excessive 
deficit procedure. The item "impact of swaps and FRAs" is equal to the difference between the interest (or deficit/surplus) as defined 
in the excessive deficit procedure and in the ESA 95. See Regulation (EC) No 2558/2001 of the European Parliament and of the Council of 
3 December 2001 amending Council Regulation (EC) No 2223/96 as regards the reclassification of Settlements under swap arrangements and 
under forward rate agreements (OJ L 344, 28.12.2001, p. 1). 

1) FRAs Stands for forward rate agreements. 
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Chart 2 General government surnlus (+ydeficit (-1 

(a) Levels (b) Annual change and underlying factors 

(as a percentage of GDP) (in percentage points of GDP) 


levels 



cyclical factors 
non-cyclical factors 
total change 




Sources: European Commission (Eurostat) and ECB calculations. 

Note: In Chart 2b a negative (positive) value indicates a contribution to an increase (reduction) in a deficit. 


Table 6 General government gross debt - structural features 



I 2004 I 

2005 1 

2006 1 

2007 

2008 1 

2009 1 

2010 1 

2011 1 

2012 

2013 

Total debt (as a percentage of GDP) 

18.7 

15.8 

12.4 

12.8 

13.4 

23.6 

30.5 

34.7 

38.0 

38.4 

Composition by currency (% of total) 

In dorne Stic currency 

24.1 

19.0 

21.5 

34.4 

41.6 

41.7 

40.7 

42.4 

44.0 

43.4 

In foreign currencies 

75.9 

81.0 

78.5 

65.6 

58.4 

58.3 

59.3 

57.6 

56.0 

56.6 

Euro 

48.3 

51.5 

50.1 

47.4 

42.8 

47.2 

47.1 

47.6 

44.7 

46.8 

Other foreign currencies 

27.6 

29.5 

28.4 

18.2 

15.5 

11.1 

12.2 

10.1 

11.3 

9.8 

Domestic ownership (% of total) 

25.0 

19.4 

21.6 

34.5 

40.3 

51.5 

51.3 

50.8 

49.1 

45.5 

Average residual maturity (in years) 

4.8 

5.6 

7.6 

5.9 

4.0 

5.7 

5.7 

5.0 

4.1 

4.4 

Composition by maturity') (% of total) 

Short-term (up to and including one year) 

16.2 

6.4 

9.4 

13.1 

18.5 

22.7 

24.5 

22.9 

15.2 

6.2 

Medium and long-term (over one year) 

83.8 

93.6 

90.6 

86.9 

81.5 

77.3 

75.5 

77.1 

84.8 

93.8 


Sources: ESCB and European Commission (Eurostat). 

Notes: Year-end data. Differences between totals and the sum of their components are due to rounding. 

1) Original maturity. 

Chart 3 General government gross debt 



(a) Levels 


(b) Annual change and underlying factors 

(as a percentage of GDP) 


(in percentage points of GDP) 


levels 



primary balance 
growth/interest rate differential 
deficit-debt adjustment 



2004 2006 2008 2010 2012 


change in debt-to-GDP ratio 



2004 2006 2008 2010 2012 


20 

10 

0 


-10 


Sources: European Commission (Eurostat) and ECB. 

Note: In Chart 3b a negative (postitive) value indicates a contribution of the respective factor to a decrease (increase) in the debt ratio. 
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Chart 4 General govemment expenditure and revenue 








(as a pereentage of GDP) 
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Table 7 General govemment deficit-debt adjustment 

(as a pereentage of GDP) 












1 

2004 

2005 

2006 

2007 

2008 

2009 

2010 

2011 

2012 1 

2013 

Change in general govemment debt') 

1.6 

-0.3 

-0.9 

2.6 

3.1 

9.9 

7.9 

6.0 

5.0 

3.0 

General govemment surplus (+)/deficit (-) 

-1.2 

-1.2 

-2.2 

-2.9 

-5.7 

-9.0 

-6.8 

-5.5 

-3.0 

-2.3 

Deficit-debt adjustment 

0.4 

-1.4 

-3.1 

-0.3 

-2.6 

0.8 

1.1 

0.5 

2.1 

0.7 

Net acquisitions (+)/net sales (-) of 
financial assets 

1.7 

0.6 

-0.5 

1.3 

-1.4 

1.4 

0.1 

1.8 

2.3 

0.5 

Currency and deposits 

1.8 

0.4 

1.7 

-0.1 

-1.2 

1.7 

-0.4 

1.0 

1.8 

0.9 

Loans and securities other than shares 

0.4 

0.0 

0.0 

0.0 

0.0 

0.0 

0.1 

0.0 

0.0 

0.0 

Shares and other equity 

-1.2 

-0.3 

-2.3 

0.1 

-0.1 

-0.2 

0.1 

0.2 

-0.1 

-0.3 

Privatisations 

-1.2 

-0.3 

-2.4 

-0.1 

-0.1 

0.0 

0.0 

0.0 

-0.1 

-0.3 

Equity injections 

0.0 

0.0 

0.1 

0.1 

0.0 

0.0 

0.1 

0.1 

0.0 

0.0 

Other 

0.0 

0.0 

0.0 

0.0 

0.0 

-0.2 

0.0 

0.1 

0.0 

0.0 

Other financial assets 

0.8 

0.6 

0.1 

1.4 

-0.1 

-0.1 

0.3 

0.6 

0.6 

-0.1 

Valuation changes of general govemment 
debt 

-0.5 

-0.6 

-1.3 

0.2 

1.1 

0.3 

0.2 

0.2 

0.4 

-0.3 

Foreign exchange holding gains (-)/losses (+) 

-0.8 

-0.3 

-1.3 

0.1 

1.0 

0.5 

0.3 

0.1 

0.6 

0.3 

Other valuation effects^) 

0.3 

-0.3 

0.0 

0.0 

0.1 

-0.2 

0.0 

0.0 

-0.2 

-0.6 

Other^) 

-0.8 

-1.4 

-1.3 

-1.8 

-2.4 

-0.9 

0.7 

-1.5 

-0.7 

0.5 


Sources: ESCB and European Commission (Eurostat). 

Note: Differenees between totals and the sum of their eomponents are due to rounding. 

1) Annual ehange in debt in period t as a pereentage of GDP in period t, i.e. [debt(t) - debt(t-l)]/GDP(t). 

2) Ineludes the differenee between the nominal and market valuation of general govemment debt. 

3) Transaetions in other aeeounts payable (govemment liabilities), seetor reelassifieations and statistieal diserepaneies. This item may also 
cover eertain eases of debt assumption and settlements under swaps and forward rate agreements. 


Table 8 Projections of the ageing-induced fiscal 

bürden 






(percentages) 

2010 

2020 

2030 

2040 

2050 

2060 

Elderly dependency ratio (population aged 65 and over as a 

Proportion of the population aged 15-64) 

23.4 

28.4 

32.7 

41.3 

48.5 

51.9 

Age-related govemment expenditure (in pereentage points 
ofGDP)') 

17.6 

17.0 

18.5 

20.5 

22.5 

24.1 


Sourees: European Commission (Eurostat) and The 2012 Ageing Report: Economic and budgetary projections for the 27 EU Member States 
(2010-2060), a joint report prepared by the European Co mm ission (DG ECFIN) and the Economic Policy Committee. 

1) The Ageing Working Group (AWG) risk scenario, strictly age-related item. 
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3 EXCHANGE RATE DEVELOPMENTS 


Table 9 (a) Exchange rate stability 


Participation in the exchange rate mechanism (ERM II) No 

Exchange rate level in May 20 1 2 in RON/EUR 4.44 1 1 6 

Maximum upward deviation') 3 . 1 

Maximum downward deviation') -4.6 


Source: ECB. 

1) Maximum percentage deviations of the bilateral exchange rate against the euro from its average level in May 2012 over the period 
16 May 2012-15 May 2014, based on daily data at business frequency. An upward (downward) deviation implies that the 
currency was stronger (weaker) than its exchange rate level in May 2012. 


Table 9 (b) Key indicators of exchange rate pressure for the Romanian leu 


(average of three-month period ending in specified month) 

2012 2013 2014 



June| 

Sep.| 

Dec. 

Mar.| 

June| 

Sep.| 

Dec. 

Mar. 

Exchange rate volatilityi) 

2.2 

6.1 

3.3 

4.7 

5.2 

5.5 

3.4 

4.2 

Short-term interest rate differentiaP) 

3.9 

5.0 

5.4 

5.3 

3.9 

3.6 

2.3 

2.4 


Sources: National data and ECB calculations. 

1) Annualised monthly Standard deviation (as a percentage) of daily percentage changes in the exchange rate against the euro. 

2) Differential (in percentage points) between three-month interbank interest rates and the three-month EURIBOR. 


Chart 5 Romanian leu: nominal exchange rate development against the euro 

(a) Exchange rate over the reference period (daily data; H (b) Exchange rate over the last ten years (monthly data; 
average of May 20 1 2 = 1 00; 1 6 May 20 1 2- 1 5 May 2014) ■ average of May 20 1 2 = 1 00; May 2004-May 20 1 4) 




Source: ECB. 

Note: An upward (downward) movement of the line indicates an appreciation (depreciation) of the Romanian leu. 
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Table IO Romanian leu: real exchange rate developments 


(monthly data; percentage deviation in April 2014 from the ten-year average calculated for the period May 2004- April 2014) 

^ Apr. 2014 

Real bilateral exehange rate against the euroh 1.5 

Memo items: 

N ominal effeeti ve exehange rate^) -10.8 

Real effeetive exchange rate'). 2 ) 0.9 

Source: ECB. 

Note: A positive (negative) sign indicates an appreciation (depreciation). 

1) Based on HICP and CPI developments. 

2) Effeetive exchange rate against the euro, the currencies of the non-euro area EU Member States and those of ten other major trading 
Partners. 


Table 1 1 External developments 


(as a percentage of GDP, unless otherwise stated) 



2004 

2005 

2006 

2007 

2008 

2009 

2010 

2011 1 

2012 1 

2013 

Balance of payments 

Current account and Capital account balance') 

-7.5 

-7.9 

-10.5 

-12.8 

-11.1 

-3.6 

-4.2 

-3.9 

-3.0 

1.2 

Current account balance 

-8.3 

-8.6 

-10.4 

-13.5 

-11.5 

-4.2 

-4.4 

-4.5 

-4.4 

-1.1 

Goods balance 

-8.7 

-9.8 

-12.0 

-14.3 

-13.6 

-5.8 

-6.1 

-5.6 

-5.6 

-2.4 

Services balance 

-0.3 

-0.4 

0.0 

0.3 

0.5 

-0.2 

0.3 

0.3 

0.9 

1.9 

Income balance 

-4.2 

-2.9 

-3.3 

-3.3 

-2.6 

-1.6 

-1.5 

-1.7 

-2.3 

-3.2 

Current transfers balance 

4.9 

4.5 

4.9 

3.9 

4.3 

3.5 

2.9 

2.5 

2.6 

2.6 

Capital account balance 

0.8 

0.7 

0.0 

0.7 

0.4 

0.5 

0.2 

0.5 

1.4 

2.3 

Combined direct and portfolio investment balance') 

7.7 

7.5 

8.7 

6.0 

6.2 

3.4 

2.5 

2.6 

4.4 

4.5 

Direct investment balance 

8.4 

6.6 

8.9 

5.7 

6.7 

3.0 

1.8 

1.4 

1.7 

1.9 

Portfolio investment balance 

-0.7 

1.0 

-0.2 

0.4 

-0.4 

0.4 

0.7 

1.2 

2.7 

2.7 

Other investment balance 

6.3 

6.6 

6.3 

11.2 

6.5 

2.3 

4.7 

1.7 

-3.0 

-5.1 

Reserve assets 

-7.9 

-6.6 

-5.3 

-3.5 

0.1 

-1.0 

-2.6 

-0.7 

1.1 

-1.4 

Exports of goods and Services 

35.8 

33.0 

32.3 

29.2 

30.3 

30.6 

35.4 

40.0 

40.6 

42.4 

Imports of goods and Services 

44.8 

43.2 

44.3 

43.2 

43.5 

36.6 

41.2 

45.3 

45.3 

42.9 

Net international investment position^) 

-26.4 

-29.5 

-36.2 

-47.1 

-53.4 

-62.2 

-63.7 

-65.4 

-67.5 

-62.3 

Gross external debt2) 

34.5 

39.4 

40.4 

50.9 

56.0 

68.5 

75.7 

77.1 

75.3 

68.6 

Memo item: 

Export market shares^) 

0.24 

0.25 

0.27 

0.29 

0.31 

0.32 

0.31 

0.33 

0.30 

0.35 


Source: ECB. 

1) Differences between totals and the sum of their components are due to rounding. 

2) End-of-period outstanding amounts. 

3) As a percentage of total world goods and Services exports. 


Table 12 Indicators of Integration with the euro area 


(as a percentage of the total, unless otherwise stated) 



1 2004 1 

2005 1 

2006 1 

2007 1 

2008 1 

2009 1 

2010 1 

2011 1 

2012 1 

2013 

External trade with the euro area 

Exports of goods 

59.5 

54.7 

54.0 

54.4 

53.5 

57.7 

54.9 

53.2 

51.8 

51.1 

Imports of goods 

52.3 

49.3 

49.9 

53.9 

51.3 

53.0 

51.3 

50.9 

51.5 

53.4 

Investment position with the euro area 

Inward direct investment') 

71.0 

76.3 

80.9 

80.8 

82.7 

84.2 

81.5 

82.9 

81.8 

80.6 

Outward direct investment') 

- 

3.3 

6.0 

5.2 

13.5 

17.8 

19.5 

25.9 

17.7 

21.2 

Portfolio investment liabilities') 

66.3 

71.9 

72.0 

78.5 

65.7 

75.9 

82.2 

70.3 

50.7 


Portfolio investment assets') 

98.2 

98.5 

70.7 

82.5 

75.3 

57.6 

64.2 

64.6 

64.1 


Memo items: 

External trade with the EU 

Exports of goods 

75.5 

71.0 

70.8 

72.4 

70.8 

74.5 

72.5 

71.3 

70.4 

69.6 

Imports of goods 

66.1 

63.2 

63.5 

71.4 

69.8 

73.2 

72.6 

72.9 

73.6 

75.7 


Sources: ESCB, European Commission (Eurostat) and IMF. 
1) End-of-period outstanding amounts. 
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4 LONG-TERM INTEREST RATE DEVELOPMENTS 


Table 13 Long-term Interest rates (LTIRs) 


(pereentages; average of observations through period) 

I Jan. 

Feb. 

I 

Mar. 

2014 

Apr. 1 

May 2013 
to Apr. 2014 

Long-term interest rate 

5.2 

5.4 

5.3 

5.2 

5.3 

Reference value^) 

- 

- 

- 

- 

6.2 

Euro area^) 

2.8 

2.6 

2.5 

2.4 

2.9 

Euro area (AAÄ)^) 

2.0 

1.8 

1.8 

1.7 

1.9 


Sources: ECB and European Commission (Eurostat). 

1) The basis of the ealeulation for the period May 20 13 -April 2014 is the unweighted arithmetie average of the interest rate levels 
in Ireland, Latvia and Portugal plus 2 percentage points. 

2) The euro area average is included for information only. 

3) The euro area AAA par yield eurve for the ten-year residual maturity is ineluded for information only. 


Chart 6 Long-term Interest rate (LTIR) 

(a) Long-term Interest rate (LTIR) I (b) LTIR and HICP Inflation differentials vis-ä-vis the euro area 

(monthly averages in pereentages) H (monthly averages in percentage points) 


long-term interest rate 


long-term interest rate differential 
HICP Inflation differential 



2006 2008 2010 2012 



2006 2008 2010 2012 


Sources: ECB and European Commission (Eurostat). 


Table 14 Selected Indicators of financial development and Integration 


(as a percentage of GDP, unless otherwise stated) 



2004 

2005 

2006 

2007 

2008 

2009 

2010 

2011 

2012 

2013 

Memo item: 

euro area 

2013 

Debt securities issued by corporations^) 

0.8 

6.2 

1.4 

0.7 

0.2 

0.2 

0.2 

0.2 

0.2 

0.3 

95.3 

Stock market capitalisatiotf) 

12.8 

17.1 

18.8 

18.1 

8.2 

10.1 

10.5 

8.9 

8.9 

11.6 

58.1 

MFI credit to non-govemment residents^) 

- 

20.7 

26.9 

35.7 

38.5 

39.9 

40.0 

40.0 

38.5 

34.8 

125.0 

Claims of euro area MFIs on resident MFIs^) 

- 

- 

27.2 

33.0 

27.2 

28.4 

27.2 

23.5 

20.1 

7.0 

Private sector credit flow^) 

9.0 

11.6 

15.2 

18.8 

15.4 

0.4 

1.8 

2.3 

0.9 


-0.4 

Private sector debt®) 

33.3 

39.3 

44.8 

58.1 

66.8 

73.3 

75.3 

73.9 

73.0 


164.5 

Financial sector liabilities^) 

62.9 

46.8 

35.3 

35.1 

11.7 

14.4 

4.4 

4.4 

5.3 


-2.5 


Sources: ESCB, European Commission (Eurostat), Federation of European Securities Exchanges, OMX and national stock exchanges. 

1) Outstanding amount of debt securities issued by resident non- financial corporations, MFIs and other financial corporations. 

2) Outstanding amounts of quoted shares issued by residents at the end of the period at market values. 

3) MFI (excluding NCB) credit to domestic non-MFI residents other than the general govemment. Credit includes outstanding amounts 
of loans and debt securities. 

4) Outstanding amount of deposits and debt securities issued by domestic MFIs (excluding the NCB) held by euro area MFIs as a 
percentage of total liabilities of domestic MFIs (excluding the NCB). Total liabilities exclude Capital and reserves and remaining 
liabilities. 

5) Transactions in securities other than shares issued and loans taken out by institutional sectors: non- financial corporations, households 
and non-profit institutions serving households. 

6) Outstanding amounts of securities other than shares issued and loans taken out by institutional sectors: non-financial corporations, 
households and non-profit institutions serving households. 

7) Sum of all liabilities of the total financial sector. The indicator is expressed as a year-on-year percentage change. 

ECB 

Convergence Report 
June 2014 


259 












Deutscher Bundestag - 18. Wahlperiode 


-557- 


Drucksache 18/1730 


5.8 SWEDEN 

5.8.1 PRICE DEVELOPMENTS 

Over the reference period from May 2013 to April 2014, the 12-montli average rate of 
HICP inflation in Sweden was 0.3%, i.e. well below the reference value of 1.7% for the 
criterion on price stability (see Table 1). Looking ahead, the 12-month average rate of 
HICP inflation is expected to increase over the next few months. 

Looking back over a longer period, inflation developments in Sweden have generally been 
moderate, with the rate of HICP inflation averaging 1.5% over the past ten years (see 
Chart 1). This reflects the credibility of monetary policy in Sweden, which is underpinned 
by moderate wage formation and the country’s Status as an advanced economy. Düring 
this period average annual HICP inflation exceeded 2.0% only in 2008, mirroring 
developments in global commodity prices and in wage growth that was out of line with 
productivity developments. In 2013 average annual HICP inflation stood at 0.4%. 

Sweden’ s long-term inflation performance reflects a number of economic policy choices, 
most notably the Orientation of monetary policy towards the achievement of price 
stability. Sveriges Riksbank has an inflation target that is quantified as an annual rise of 
2% in the CPI with no tolerance margin. The monetary policy strategy changed in June 
2010, as the tolerance margin of ±1 percentage point was removed from the policy 
objective. Prudent fiscal policy and moderate wage formation have generally lent Support 
to the achievement of price stability in Sweden. 

Inflation dynamics over the past ten years should be viewed against a background of two 
broad phases. The period leading up to the global financial crisis was characterised by very 
robust economic growth driven by extemal demand. A steady decline in the unemployment 
rate in turn boosted domestic demand. The resulting substantial rise in house prices, along 
with the acceleration in the growth of unit labour costs, the global energy and food price 
shock and the sharp depreciation of the krona, exerted upward pressure on HICP inflation, 
which rose from 0.8% in 2005 to 3.3% in 2008 (see Table 2). After a steep decline in 2009, 
economic activity recovered sharply in 2010. In 2011 and 2012 GDP growth moderated, 
reflecting weaker Investment and subdued extemal demand, but started to recover in 2013. 
Düring this post-crisis period inflation decelerated substantially, reflecting the steady 
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appreciation of the krona, which reached a ten-year high against the euro in mid-2012, and 
subdued unit labour cost growth in 2010 and 2011. Lower prices for Imports contained 
inflationary pressures in 2012, even as unit labour costs increased significantly on the back 
of strong wage growth. The contraction in import prices continued in 2013 despite the 
depreciation of the krona against the euro. Domestically, house prices and unit labour costs 
accelerated. However, cost pressures could not be passed through to consumer prices, owing 
to depressed domestic and extemal demand, in particular from the Nordic countries and the 
euro area. Low import prices in combination with the weak pass-through of domestic cost 
pressures explain the low level of HICP Inflation in 2013. The general pattem of Inflation 
developments was also reflected in other relevant indices, such as the HICP excluding 
unprocessed food and energy. 

Looking at recent developments, the annual rate of HICP Inflation stood at moderate 
levels in the last quarter of 2013 and in early 2014, and was well below the Inflation target 
of Sveriges Riksbank. Düring the fourth quarter of 2013 annual HICP Inflation rose very 
slightly from its trough of 0.2% in October 2013. In early 2014 it declined, moving into 
negative territory, before reaching 0.3% in April (see Table 3a). This pattem was mainly 
attributable to declining energy prices and subdued increases in Services prices. The fall in 
profit shares in both the Services and goods producing industries signalled that the 
business sector was still having difficulty backing cost increases with higher prices. Thus, 
inflation did not reflect the rebound in real GDP growth, which accelerated to 1.5% in 
2013. Despite this rise in real GDP growth, the unemployment rate increased slightly in 
early 2014. Economic activity was supported by monetary policy, as the repo rate was 
kept at the low level of 1% from 2012 to December 2013, when it was reduced further to 
0.75%. 

The latest available forecasts from major international institutions project inflation to 
remain broadly unchanged in 2014 before increasing in 2015, and to ränge from 0.1% to 
0.5% and from 1.4% to 1.8% respectively (see Table 3b). This inflation outlook is based 
on expectations of an economic recovery and of capacity utilisation getting closer to its 
potential. Stronger demand from both domestic consumers and Swedish export markets is 
likely to facilitate the pass-through of cost pressures via higher price mark-ups. 
Furthermore, wage negotiations concluded in late 2013 for the following three years 
indicate wage increases slightly above the average recorded over the past ten years, which 
should help to bring inflation closer to the target. Overall, risks to the inflation outlook are 
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broadly balanced. Upside risks relate to a stronger than expected rebound in investment 
activity and to increasing global commodity prices. The main downside risk relates to a 
correction of house prices, which could dampen domestic demand. Exchange rate 
fluctuations are an additional source of uncertainty surrounding the Inflation forecast. The 
fact that the price level in Sweden is still relatively high compared with the euro area 
average (see Table 2) suggests that further trade integration and increased competition 
may have a downward impact on price dynamics. 

Maintaining price stability is a prerequisite for sustainable economic growth in Sweden 
over the medium term. This requires, among other things, maintaining a price stability- 
oriented monetary policy and moderate wage formation. It is essential to further improve 
the functioning of the labour market, which has been severely affected by the global 
financial and economic crisis. Reforms should focus on assisting groups vulnerable to 
unemployment, such as individuals with low educational attainment and immigrants, in 
Order to address the recent deterioration in matching efficiency between workers and 
vacancies. 

Rigidities in the housing market have contributed to excessive price developments and are 
acting as a disincentive to investment. Product market policies should aim to alleviate 
these constraints on the supply of housing by easing restrictive and time-consuming 
planning and zoning procedures. Financial sector policies should first and foremost aim to 
reduce household indebtedness. In particular, a reform of mortgage interest rate 
deductibility from the income tax could help to curb the high levels of indebtedness. To 
further improve the resilience of the banking sector, the Swedish authorities could also 
consider reducing banks’ exposure to mortgage loans, for example by further increasing 
the risk weight floor for mortgages. Finally, financial stability could benefit from 
Sweden’s participation in the SSM, which will take up its prudential supervisory tasks in 
November 2014. 

With regard to macroeconomic imbalances, the European Commission selected Sweden 
for an in-depth review in its Alert Mechanism Report 2014, mainly on account of 
developments regarding household indebtedness coupled with inefficiencies in the 
housing market and the large current account surplus. It concluded that “Sweden 
continues to experience macroeconomic imbalances, which require monitoring and policy 
action”. 


262 


ECB 

Convergence Report 
June 2014 



Drucksache 18/1730 


-560- 


Deutscher Bundestag - 18. Wahlperiode 


5.8.2 FISCAL DEVELOPMENTS 

Sweden is not currently subject to an EU Council decision on the existence of an 
excessive deficit. In the reference year 2013 the general government budget balance 
recorded a deficit of 1.1% of GDP, i.e. well below the 3% deficit reference value. The 
general government gross debt-to-GDP ratio was 40.6% of GDP, i.e. below the 60% 
reference value (see Table 4). Compared with the previous year, the budget balance 
deteriorated by 0.5 percentage point and the government debt ratio rose by 2.3 percentage 
points. According to European Commission projections, the budget deficit will be 1.8% of 
GDP in 2014, while the government debt ratio will increase slightly to 41.6% in the same 
period. 

Over the period from 2004 to 2013 the budgetary position in Sweden was generally in surplus, 
except in 2009 and 2012-13 (see Table 5 and Chart 2a). As shown in greater detail in Chart 2b, 
European Commission estimates indicate that cyclical factors had a negative impact in 2008- 
09 and 2012-13. Non-cyclical factors tended to contribute to an improvement in the budgetary 
Position in 2008-09, while they seem to have contributed to a deterioration in the budgetary 
Position Overall since 2010. Düring the financial and economic crisis in 2008 and 2009, the 
Swedish government gave the automatic stabilisers room to operate, which partly explains the 
large deficit-increasing impact of cyclical factors in those years. In addition, the Swedish 
government implemented fiscal Stimulus measures, particularly in 2009. In 2010 and 2011 the 
increase in the surplus ratio was a result of positive cyclical developments, while non-cyclical 
factors broadly had a surplus-decreasing effect. In the absence of any substantial temporary 
and one-off factors, the underlying changes in the fiscal position primarily reflected a sizeable 
structural improvement in Sweden’ s structural budgetary position until 2009, and some 
deterioration thereafter. 

Turning to developments in general government gross debt, the debt-to-GDP ratio 
declined cumulatively by 9.7 percentage points between 2004 and 2013 (see Chart 3a and 
Table 6). This can mainly be explained by the primary surpluses over the period (see 
Chart 3b). The growth/interest rate differential contributed to a debt reduction, except in 
the years 2008 and 2009. In 2013 the general government debt-to-GDP ratio increased 
slightly owing almost entirely to a notable debt-increasing deficit-debt adjustment, mainly 
reflecting loans to strengthen the currency reserves of Sveriges Riksbank. 
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As regards Sweden’s general government debt structure, the share of public debt with a 
short-term maturity was relatively high in the period under review, but feil to 21.7% in 

2013 (see Table 6). Fiscal balances are, however, relatively insensitive to changes in 
interest rates, given the low level of debt. At the same time, the proportion of government 
debt denominated in foreign currency was 28.8% in 2013. Given the level of the 
government debt-to-GDP ratio, however, fiscal balances are also relatively insensitive to 
changes in exchange rates. At the same time, the Swedish government has incurred 
contingent liabilities of about 0.9 percentage point of GDP resulting from government 
interventions to Support financial institutions and financial markets during the crisis (see 
Section 5.9). 

Moving on to examine trends in other fiscal indicators, Chart 4 and Table 5 show that the 
general government total expenditure ratio declined from 54% of GDP in 2004 to 52.6% in 
2013. The ratio declined until 2007, reflecting a fall in current expenditure. Thereafter, the 
downward trend reversed and the expenditure ratio increased steeply to 54.7% of GDP in 
2009, which was primarily and broadly equally attributable to the decline in GDP (via the 
denominator effect) and to an increase in social benefits and other expenditure. Since 2009 the 
expenditure ratio has again declined somewhat, largely owing to lower current expenditure 
and social benefits other than in kind. At 52.6% of GDP in 2013, the expenditure ratio was 
high in comparison with other countries with a similar level of per capita income. Government 
revenue in relation to GDP fluctuated around 55% of GDP between 2004 and 2009. Since 
2009 the total revenue-to-GDP ratio has declined noticeably to 5 1.5% of GDP in 2013, mainly 
reflecting lower revenues from direct taxes and social security contributions. 

Looking ahead, according to Sweden’s medium-term fiscal strategy, as presented in the 

2014 convergence Programme, the Swedish government envisages a gradual improvement 
in the budget balance, culminating in a surplus of 0.7% of GDP by 2017. For 2015, the 
convergence Programme suggests that the government expects the budget deficit to 
deteriorate slightly to 1.4% of GDP. The total revenue-to-GDP ratio is expected to 
decrease by 1.3 percentage points to 50.2% between 2013 and 2017. At the same time, the 
total expenditure ratio is expected to decline by 3.2 percentage points to 49.4% of GDP 
over the Programme horizon, reflecting, inter alia, a reduction in the compensation of 
employees and social payments. Furthermore, government gross debt is projected to 
decrease over the Programme horizon, reaching 34.8% of GDP in 2017. According to this 
fiscal strategy, the medium-term budgetary objective of a structural deficit of 1% of GDP 


264 


ECB 

Convergence Report 
June 2014 



Drucksache 18/1730 


-562- 


Deutscher Bundestag - 18. Wahlperiode 


(specified in line with the Stability and Growth Pact) over the cycle is projected to be met 
over the Programme period. According to the European Commission’ s projections, the 
structural balance will turn into a deficit in 2014, while still complying with the medium- 
term objective. 

On 2 March 2012 Sweden signed the Treaty on Stability, Coordination and Governance in 
the Economic and Monetary Union (TSCG). Sweden has not declared its intention to be 
bound before adopting the euro by the fiscal mies specified under Title III, “Fiscal 
Compacf’ (see footnote 2 of Box 2 of Chapter 2). 

Overall, as regards fiscal governance, Sweden has a strong rule-based fiscal framework 
consisting of, inter alia, an expenditure ceiling for central government, a general 
government structural surplus target (with the national target being stricter than the 
medium-term objective set in accordance with the Stability and Growth Pact) and a 
balanced budget requirement for local government. 

Turning to factors that will have an impact on Sweden’ s public fmances over the long 
term, the country is facing a marked increase in the old-age dependency ratio, as indicated 
in Table 8. According to the 2012 projections of the European Commission and the EU’s 
Economic Policy Committee, starting from a level of 27.3% of GDP in 2010, Sweden is 
likely to experience an increase in strictly age-related government expenditure between 
2010 and 2060 amounting to 4.4 percentage points, slightly below the EU average of 4.8 
percentage points of GDP.^^ 

As for fiscal challenges, Sweden should build on its strong track record and continue to 
anchor sound public fmances in its rule-based fiscal framework in the years to come. 
Further improvements in fiscal performance should aim to reduce the supply-side 
repercussions of fiscal policies on the economy which stem, in particular, from labour 
market developments. 


European Commission and Economic Policy Committee, “The 2012 Ageing Report: Economic 
and budgetary projections for the EU-27 Member States (2010-2060)”. 
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5.8.3 EXCHANGE RATE DEVELOPMENTS 

In the two-year reference period from 16 May 2012 to 15 May 2014, the Swedish krona 
did not participate in ERM II, but traded under a flexible exchange rate regime (see 
Table 9a). Over the reference period the Swedish currency mostly traded significantly 
above its May 2012 average exchange rate against the euro, which is used as a benchmark 
for illustrative purposes in the absence of an ERM II central rate. On 15 May 2014 the 
exchange rate stood at 8.9740 kronor per euro, i.e. 0.2% stronger than its average level in 
May 2012. Over the reference period the maximum upward deviation from this 
benchmark was 8.7%, while the maximum downward deviation amounted to 1.6% (see 
Chart 5 and Table 9a). 

The exchange rate of the Swedish krona against the euro displayed, on average, a high 
degree of volatility over the reference period, as measured by annualised Standard 
deviations in daily percentage changes. The currency appreciated by around 10% against 
the euro between May 2012 and August 2012 amid the strong performance of the Swedish 
economy and a positive interest rate differential vis-ä-vis euro area assets. Thereafter, the 
krona depreciated by around 5% against the euro up to the end of 2012, partly owing to a 
worsening outlook for the Swedish economy. In the first quarter of 2013 the Swedish 
currency strengthened again by about 3% vis-ä-vis the euro, before gradually depreciating 
by around 8% up to May 2014 on account of an improving economic outlook in the euro 
area. Over the reference period short-term interest rate differentials against the three- 
month EURIBOR decreased gradually from 1.5 percentage points in the three-month 
period ending in June 2012 to 0.6 percentage point in the three-month period ending in 
March 2014 (see Table 9b). 

Over the reference period Sveriges Riksbank maintained a swap agreement with the ECB 
for borrowing up to €10 billion in exchange for Swedish kronor, which had been in place 
since 20 December 2007 with the aim of facilitating the functioning of financial markets 
and providing euro liquidity to the latter if needed. As this arrangement helped to reduce 
financial vulnerabilities, it might also have had an impact on the exchange rate of the 
Swedish krona. 

In a longer-term context, in April 2014 both the real effective exchange rate and the real 
bilateral exchange rate of the Swedish krona against the euro stood dose to the 
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corresponding ten-year historical averages (see Table 10). As regards other external 
developments, since 2004 Sweden has accumulated large surpluses of, on average, around 
7% of GDP in its combined current and Capital account of the balance of payments, which 
reached 6.0% of GDP in 2013 (see Table 11), reflecting surpluses in the goods, Services 
and income balances. As a result, Sweden has recorded persistently large net Capital 
outflows in its financial account, in particular with regard to direct investment and other 
investment flows. Gross external debt increased sharply from 140.8% of GDP in 2004 to 
213.5% in 2009, but decreased thereafter to 196.8% in 2013. At the same time the 
country’s net international investment position improved from -24.9% of GDP in 2004 to 
-12.1% in 2012 and -5.0% in 2013. Sweden is a small open economy; the ratio of foreign 
trade in goods and Services to GDP decreased slightly from 44.4% of GDP in 2004 to 
44.2% in 2013 for exports and increased from 36.6% in 2004 to 39.1% in 2013 for 
Imports. Over the same period Sweden’ s share in world exports decreased from 1.42% to 


1.07%. 


Concerning measures of economic integration with the euro area, in 2013 exports of goods 
to the euro area constituted 39.8% of total goods exports, whereas the corresponding 
figure for imports was higher at 48.7%. The share of euro area countries in Sweden’ s 
inward direct investment stood at 57.4% in 2013 and in its portfolio investment liabilities 
at 41.5% in 2012. The share of Sweden’s assets invested in the euro area amounted to 
41.6% in the case of direct investment in 2013 and 42.6% in the case of portfolio 
investment in 2012 (see Table 12). 
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5.8.4 LONG-TERM INTEREST RATE DEVELOPMENTS 

Long-term interest rates in Sweden were 2.2% on average over the reference period from 
May 2013 to April 2014 and were thus well below the 6.2% reference value for the 
interest rate convergence criterion (see Table 13). 

Folio wing a decline in 2004 and most of 2005, Sweden’ s long-term interest rates began to 
increase thereafter and reached 4.5% in mid-2007, principally as a result of strong growth 
(see Chart 6a). Amid the global financial and economic crisis, inflation in Sweden started 
to fall at the end of 2008 and long-term interest rates declined to 2.7% in December of that 
year. In the course of the euro area sovereign debt crisis, Swedish long-term interest rates 
feil to a historically low level of 1.3%, partly reflecting the high perceived 
creditworthiness of the Swedish government and strong demand for Swedish krona assets 
amid safe-haven portfolio shifts. From mid-2012 they increased as safe-haven effects 
abated in the context of an easing of euro area financial market tensions. From May 2013, 
long-term interest rates increased in line with long-term interest rate developments in 
major global economies, and were 2.1% at the end of the reference period. 

The interest rate differential between Swedish and average euro area long-term interest rates 
(see Chart 6b) was slightly positive during 2004, mostly reflecting a more pronounced fall in 
euro area bond rates. From mid-2005 to 2007, the differential was slightly negative and 
relatively stable. In 2008, the interest rate differential with the euro area average started to 
widen significantly, to reach -3.0% in late 2011. Thereafter it narrowed again as a result of 
the decline in euro area long-term interest rates and, to a lesser extent, the increase in 
Swedish long-term interest rates. It stood at -0.3 percentage point at the end of the reference 
period (and 0.4 percentage point with respect to the AAA euro area yield). 

The Swedish Capital market is highly developed. The debt securities issued by corporations 
stood at 136.3% of GDP at the end of 2013, well above the euro area average (see Table 14). 
Similarly, stock market capitalisation (124.8% of GDP) was also well above the euro area 
average. In terms of bank credit to non-government residents, the indicator for the Swedish 
financial sector surpassed that of the euro area and amounted to 136.2% of GDP at the end 
of 2013. Foreign-owned banks have only a limited role in the Swedish banking sector, and 
the majority of loans to the private sector are in local currency. Loans of euro area banks to 
banks in the country stood at 8.4% of total liabilities in 2013. 
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I PRICE DEVELOPMENTS 


Table I HICP Inflation 


(annual percentage changes) 

Jan. 

Feb. 

2014 

Mar. 

Apr. 1 

May 2013 
to Apr. 2014 

HICP Inflation 

0.2 

0.1 

-0.4 

0.3 

0.3 

Reference value‘^ 





1.7 

Euro area^^ 

0.8 

0.7 

0.5 

0.7 

1.0 


Source: European Commission (Eurostat). 

1) The basis of the calculation for the period May 20 13 -April 2014 is the unweighted arithmetic average of 
the annual percentage changes in the HICP for Latvia, Portugal and Ireland plus 1.5 pereentage points. 

2) The euro area is included for information only. 


Chart I Price developments 


(average annual percentage changes) 
HICP 

■ ■ ■ ■ unit labour eosts 



-4 ^ ^ ^ ^ ^ -4 

2004 2006 2008 2010 2012 

Source: European Co mm ission (Eurostat). 


Table 2 Measures of Inflation and related indkators 


(annual pereentage changes, unless otherwise stated) 



1 2004 1 

2005 1 

2006 

2007 

2008 1 

2009 1 

2010 1 

2011 1 

2012 1 

2013 

Measures of inflation 

HICP 

1.0 

0.8 

1.5 

1.7 

3.3 

1.9 

1.9 

1.4 

0.9 

0.4 

HICP excluding unprocessed food and energy 

0.8 

0.2 

0.5 

1.8 

2.3 

2.3 

1.5 

1.1 

1.0 

0.5 

HICP at constant tax ratest 

0.9 

0.7 

1.4 

1.3 

2.7 

1.8 

1.9 

1.4 

1.3 

0.4 

CPI 

0.4 

0.5 

1.4 

2.2 

3.4 

-0.5 

1.2 

3.0 

0.9 

0.0 

Private eonsumption deflator 

0.8 

1.1 

1.2 

1.4 

3.1 

2.1 

1.5 

1.7 

1.2 

0.6 

GDP deflator 

0.3 

0.9 

1.9 

2.8 

3.1 

2.1 

0.8 

1.3 

1.0 

0.8 

Producer priees^) 

1.8 

3.9 

6.1 

3.6 

6.1 

-0.3 

3.0 

0.9 

-0.3 

-0.7 

Related indicators 

Real GDP growth 

4.2 

3.2 

4.3 

3.3 

-0.6 

-5.0 

6.6 

2.9 

0.9 

1.5 

GDP per eapita in PPS^) (euro area = 100) 

116.3 

112.0 

113.1 

115.2 

114.1 

110.8 

113.8 

115.2 

116.6 


Comparative price levels (euro area = 100) 

117.9 

116.7 

116.3 

114.1 

109.4 

101.7 

116.0 

121.8 

126.0 


Output gap4) 

-0.1 

0.5 

2.1 

3.0 

0.4 

-5.8 

-1.5 

-0.4 

-1.4 

-2.0 

Unemployment rate (%)5) 

7.4 

7.6 

7.0 

6.1 

6.2 

8.3 

8.6 

7.8 

8.0 

8.0 

Unit labour eosts, whole economy 

-0.9 

0.2 

-0.5 

4.2 

3.1 

4.4 

-2.3 

0.1 

2.9 

0.7 

Compensation per employee, whole economy 

4.0 

3.1 

2.1 

5.2 

1.5 

1.6 

3.1 

0.9 

3.1 

1.2 

Labour productivity, whole economy 

5.0 

2.9 

2.6 

1.0 

-1.5 

-2.7 

5.5 

0.8 

0.2 

0.5 

Imports of goods and Services deflator 

0.9 

4.6 

3.3 

0.6 

4.4 

0.2 

0.2 

-0.4 

-1.0 

-2.8 

Nominal effeetive exchange rate®) 

2.0 

-2.6 

0.3 

1.6 

-2.1 

-8.8 

7.8 

5.6 

1.0 

2.7 

Money supply (M3)^) 

3.6 

11.5 

15.8 

16.6 

7.1 

-2.2 

6.8 

6.5 

3.8 

2.5 

Lending from banks*) 

5.9 

11.0 

11.4 

14.4 

7.5 

3.3 

7.3 

5.5 

3.6 

3.0 

Stock priees (Sweden OMX Index) 

16.6 

29.4 

19.5 

-5.7 

-38.8 

43.7 

21.4 

-14.5 

11.8 

20.7 

Residential property priees 

9.3 

9.0 

12.2 

10.4 

3.3 

1.6 

7.8 

0.7 

-1.4 

3.1 


Sourees: European Commission (Eurostat), national data (CPI, money supply, lending from banks and residential property priees) and 
European Commission (output gap). 

1) The differenee between the "HICP" and the "HICP at constant tax rates" shows the theoretical impaet of ehanges in indirect taxes 
(e.g. VAT and excise duties) on the Overall rate of Inflation. This impaet assumes a full and instantaneous pass-through of tax rate 
changes on the price paid by the consumer. 

2) Domestie sales, total industry excluding construction. 

3) PPS Stands for purehasing power Standards. 

4) Percentage differenee of potential GDP: a positive (negative) sign indicates that actual GDP is above (below) potential GDP. 

5) The definition conforms to ILO guidelines. 

6) A positive (negative) sign indicates an appreciation (depreciation). 

7) The series includes repurchase agreements with central counterparties. 

8) Not adjusted for the dereeognition of loans from the MFI statistieal balance sheet due to their sale or seeuritisation. 
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Table 3 Recent Inflation trends and forecasts 

(annual pereentage changes) 






(a) Recent trends in the HICP 


2013 

2014 



1 Nov. 1 

Dec. 1 

Jan. 1 

Feb. 

Mar.| 

Apr. 

HICP 






Annual pereentage change 0.3 

0.4 

0.2 

0.1 

-0.4 

0.3 

Change in the average of the latest three months from the 
previous three months, annualised rate, seasonally adjusted -0.4 

-0.6 

-0.5 

-0.2 

-1.1 

-0.9 

Change in the average of the latest six months from the 

previous six months, annualised rate, seasonally adjusted 0.6 

0.7 

0.4 

0.1 

-0.2 

-0.3 

Sourees: European Commission (Eurostat) and ECB ealeulations. 






(b) Inflation forecasts 

, 


2014 1 


2015 

HICP, European Commission (Spring 2014) 



0.5 


1.5 

CPI, OECD (May 2014) 



0.1 


1.4 

CPI, IMF (April 2014) 



0.4 


1.6 

CPI, Consensus Economics (April 2014) 



0.3 


1.8 


Sources: European Commission, OECD, IMF and Consensus Eeonomies. 
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2 FISCAL DEVELOPMENTS 


Table 4 General government fiscal position 




(as a percentage of GDP) 

2012 

2013 

2014 9 

General govemment surplus (+)/de fielt (-) 

-0.6 

-1.1 

-1.8 

Reference value 

-3.0 

-3.0 

-3.0 

Surplus/deficit, net of govemment investment expenditure^) 

3.0 

2.2 

1.6 

General govemment gross debt 

38.3 

40.6 

41.6 

Reference value 

60.0 

60.0 

60.0 


Sources: European Commission (Eurostat, DG ECFIN) and ECB calculations. 

1) European Commission projections. 

2) A positive (negative) sign indicates that the government deficit is lower (higher) than govemment investment expenditure. 


Table 5 General government budgetary position 


(as a percentage of GDP) 


Total revenue 

Current revenue 
Direct taxes 
Indirect taxes 

Social Security contributions 
Other current revenue 
Capital revenue 
Total expenditure 
Current expenditure 
Compensation of employees 
Social benefits other than in kind 
Interest payable 

of which: impact of swaps and FRAs9 
Other current expenditure 
Capital expenditure 


2004 

2005 

2006 

2007 

2008 

54.6 

55.8 

54.9 

54.5 

53.9 

54.4 

55.7 

54.9 

54.4 

53.8 

20.8 

22.0 

22.2 

21.2 

19.8 

16.2 

16.3 

16.5 

16.5 

17.9 

11.1 

10.7 

9.8 

9.9 

9.0 

6.3 

6.7 

6.4 

6.8 

7.1 

0.2 

0.1 

0.1 

0.1 

0.1 

54.0 

53.6 

52.6 

50.9 

51.7 

50.9 

50.4 

49.4 

47.8 

48.4 

15.8 

15.6 

15.1 

14.9 

14.8 

16.0 

15.7 

15.2 

14.4 

14.4 

1.6 

1.6 

1.6 

1.7 

1.7 

-0.2 

-0.2 

-0.1 

0.0 

0.0 


2009 

2010 

2011 

2012 1 

2013 

54.0 

52.3 

51.5 

51.2 

51.5 

53.9 

52.2 

51.4 

50.8 

51.2 

19.6 

19.2 

18.5 

18.1 

18.5 

18.7 

17.8 

18.6 

18.5 

18.8 

8.7 

8.7 

7.7 

7.7 

7.5 

7.0 

6.5 

6.5 

6.4 

6.4 

0.1 

0.1 

0.1 

0.4 

0.4 

54.7 

52.0 

51.3 

51.8 

52.6 

51.1 

48.5 

47.7 

48.1 

49.0 

15.2 

14.5 

14.0 

14.3 

14.4 

15.7 

14.7 

14.1 

14.5 

14.8 

1.0 

0.8 

1.0 

0.7 

0.6 

-0.3 

-0.3 

-0.2 

-0.2 

-0.2 


17.5 17.5 

3.0 3.3 


17.5 16.8 

3.2 3.2 


17.6 19.3 

3.3 3.6 


18.4 18.6 

3.5 3.6 


18.6 19.2 

3.7 3.6 


Surplus (+)/delicit (-) 

0.6 

2.2 

2.3 

3.6 

2.2 

-0.7 

0.3 

0.2 

-0.6 

-1.1 

Primary balance 

2.2 

3.8 

3.9 

5.3 

3.8 

0.2 

1.1 

1.2 

0.2 

-0.5 

Surplus/deficit, net of govemment 
investment expenditure 

3.6 

5.2 

5.4 

6.7 

5.5 

2.8 

3.8 

3.6 

3.0 

2.2 


Sources: ESCB and European Co mm ission (Eurostat). 

Notes: Differences between totals and the sum of their components are due to rounding. Interest payable as reported under the excessive 
deficit procedure. The item "impact of swaps and FRAs" is equal to the difference between the interest (or deficit/surplus) as defined 
in the excessive deficit procedure and in the ESA 95. See Regulation (EC) No 2558/2001 of the European Parliament and of the Council of 
3 December 2001 amending Council Regulation (EC) No 2223/96 as regards the reclassification of Settlements under swap arrangements and 
under forward rate agreements (OJ L 344, 28.12.2001, p. 1). 

1) FRAs Stands for forward rate agreements. 
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Chart 2 General government surnlus (+ydeficit (-1 

(a) Levels (b) Annual change and underlying factors 

(as a percentage of GDP) (in percentage points of GDP) 


levels 



2004 2006 2008 2010 2012 



cyclical factors 
non-cyclical factors 
total change 






2004 


2006 


2008 


2010 


2012 


4 

2 

0 

-2 

-4 


Sources: European Commission (Eurostat) and ECB calculations. 

Note: In Chart 2b a negative (positive) value indicates a contribution to an increase (reduction) in a deficit. 


Table 6 General government gross debt - structural features 



I 2004 I 

2005 1 

2006 1 

2007 

2008 1 

2009 1 

2010 1 

2011 1 

2012 

2013 

Total debt (as a percentage of GDP) 

50.3 

50.4 

45.2 

40.2 

38.8 

42.6 

39.4 

38.6 

38.3 

40.6 

Composition by currency (% of total) 

In dorne Stic currency 

75.7 

76.2 

78.6 

80.0 

80.6 

73.7 

77.9 

79.8 

81.4 

71.2 

In foreign currencies 

24.3 

23.8 

21.4 

20.0 

19.4 

26.3 

22.1 

20.2 

18.6 

28.8 

Euro 

9.8 

10.4 

7.9 

5.6 

7.6 

11.6 

10.2 

9.2 

8.0 

10.9 

Other foreign currencies 

14.5 

13.3 

13.5 

14.4 

11.8 

14.7 

11.9 

11.0 

10.6 

17.8 

Domestic ownership (% of total) 

65.7 

70.8 

78.2 

75.2 

72.4 

74.5 

72.7 

71.0 

69.2 

67.1 

Average residual maturity (in years) 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Composition by maturity') (% of total) 

Short-term (up to and including one year) 

22.2 

28.6 

28.9 

27.5 

25.0 

27.2 

24.3 

25.6 

28.3 

21.7 

Medium and long-term (over one year) 

77.8 

71.4 

71.1 

72.5 

75.0 

72.8 

75.7 

74.4 

71.7 

78.3 


Sources: ESCB and European Commission (Eurostat). 

Notes: Year-end data. Differences between totals and the sum of their components are due to rounding. 

1) Original maturity. 

Chart 3 General government gross debt 



(a) Levels 


(b) Annual change and underlying factors 

(as a percentage of GDP) 


(in percentage points of GDP) 


levels 



primary balance 
growth/interest rate differential 
deficit-debt adjustment 



Sources: European Commission (Eurostat) and ECB. 

Note: In Chart 3b a negative (postitive) value indicates a contribution of the respective factor to a decrease (increase) in the debt ratio. 
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Chart 4 General government expenditure and revenue 

(as a percentage of GDP) 


total expenditure 
total revenue 



Source: ESCB. 


Table 7 General government deficit-debt adjustment 







(as a percentage of GDP) 

2004 

2005 

2006 

2007 

2008 

2009 

2010 

2011 

2012 1 

2013 

Change in general government debt') 

0.8 

2.1 

-2.1 

-2.4 

-0.4 

2.5 

-0.2 

0.8 

0.4 

3.1 

General government surplus (+)/deficit (-) 

0.6 

2.2 

2.3 

3.6 

2.2 

-0.7 

0.3 

0.2 

-0.6 

-1.1 

Deficit-debt adjustment 

1.5 

4.2 

0.2 

1.2 

1.7 

1.8 

0.1 

1.0 

-0.1 

2.0 


Net acquisitions (+)/net sales (-) of 


financial assets 

1.9 

2.5 

0.9 

0.1 

-2.3 

0.0 

0.3 

-2.1 

-0.8 

1.2 

Currency and deposits 

0.1 

0.0 

0.8 

-0.2 

1.5 

-1.3 

-0.4 

1.0 

-0.1 

-0.2 

Loans and securities other than shares 

1.4 

2.4 

2.0 

1.9 

-1.0 

3.3 

1.4 

0.6 

0.4 

3.3 

Shares and other equity 

0.5 

-1.1 

-0.6 

-0.5 

-0.2 

0.2 

-0.3 

-0.1 

0.7 

-0.7 

Privatisations 

0.0 

0.0 

0.0 

0.0 

-2.3 

-0.1 

0.0 

0.0 

0.0 

0.0 

Equity injections 

0.0 

0.0 

0.0 

0.0 

0.1 

0.0 

0.0 

0.0 

0.0 

0.0 

Other 

0.5 

-1.1 

-0.6 

-0.5 

2.0 

0.2 

-0.3 

-0.1 

0.7 

-0.6 

Other financial assets 

-0.1 

1.0 

-1.4 

-1.2 

-2.7 

-2.2 

-0.5 

-3.5 

-1.8 

-1.3 

Valuation changes of general government 
debt 

-0.5 

1.0 

-0.5 

0.3 

0.9 

-1.0 

-0.5 

0.4 

-0.1 

0.5 

Foreign exchange holding gains (-)/losses (+) 

- 

- 

- 

0.1 

1.1 

-0.9 

-0.8 

-0.1 

-0.4 

0.2 

Other valuation effects^) 

- 

- 

- 

0.2 

-0.2 

-0.1 

0.3 

0.5 

0.3 

0.3 

Other^) 

0.0 

0.8 

-0.1 

0.9 

3.1 

2.8 

0.3 

2.7 

0.7 

0.3 


Sources: ESCB and European Commission (Eurostat). 

Note: Differences between totals and the sum of their components are due to rounding. 

1) Annual change in debt in period t as a percentage of GDP in period t, i.e. [debt(t) - debt(t-l)]/GDP(t). 

2) Includes the difference between the nominal and market valuation of general government debt. 

3) Transactions in other accounts payable (government liabilities), sector reclassifications and Statistical discrepancies. This item may also 
cover certain cases of debt assumption and settlements under swaps and forward rate agreements. 


Table 8 Projections of the ageing-induced fiscal 

bürden 






(percentages) 

2010 

2020 

2030 

2040 

2050 

2060 

Elderly dependency ratio (population aged 65 and over as a 

Proportion of the population aged 15-64) 

27.7 

33.0 

35.5 

37.4 

37.6 

41.4 

Age-related government expenditure (in percentage points 
ofGDP)') 

27.3 

27.6 

29.5 

30.4 

30.5 

31.7 


Sources: European Commission (Eurostat) and The 2012 Ageing Report: Economic and budgetary projections for the 27 EU Member States 
(2010-2060), a joint report prepared by the European Co mm ission (DG ECFIN) and the Economic Policy Committee. 

1) The Ageing Working Group (AWG) risk scenario, strictly age-related item. 
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3 EXCHANGE RATE DEVELOPMENTS 


Table 9 (a) Exchange rate stabiMty 


Participation in the exchange rate mechanism (ERM II) No 

Exchange rate level in May 2012 in SEK/EUR 8.99237 


Maximum upward deviation') 8.7 

Maximum downward deviation') -1.6 


Source: ECB. 

1) Maximum percentage deviations of the bilateral exchange rate against the euro from its average level in May 2012 over the period 
16 May 2012-15 May 2014, based on daily data at business frequency. An upward (downward) deviation implies that the 
currency was stronger (weaker) than its exchange rate level in May 2012. 


Table 9 (b) Key indicators of exchange rate pressure for the Swedish krona 


(average of three-month period ending in specified month) 

2012 2013 2014 



June| 

Sep.| 

Dec. 

Mar.| 

June| 

Sep.| 

Dec. 

Mar. 

Exchange rate volatilityi) 

5.4 

8.2 

6.4 

6.0 

7.2 

8.7 

7.5 

5.9 

Short-term interest rate differentiaP) 

1.5 

1.6 

1.2 

1.0 

1.0 

1.0 

0.9 

0.6 


Sources: National data and ECB calculations. 

1) Annualised monthly Standard deviation (as a percentage) of daily percentage changes in the exchange rate against the euro. 

2) Differential (in percentage points) between three-month interbank interest rates and the three-month EURIBOR. 


Chart 5 Swedish krona: nominal exchange rate development against the euro 

(a) Exchange rate over the reference period (daily data; H (b) Exchange rate over the last ten years (monthly data; 
average of May 20 1 2 = 1 00; 1 6 May 20 1 2- 1 5 May 2014) ■ average of May 20 1 2 = 1 00; May 2004-May 20 1 4) 
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Source: ECB. 

Note: An upward (downward) movement of the line indicates an appreciation (depreciation) of the Swedish krona. 
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Table IO Swedish krona: real exchange rate developments 


(monthly data; percentage deviation in April 2014 from the ten-year average calculated for the period May 2004- April 2014) 

^ Apr. 2014 

Real bilateral exehange rate against the euroh -0.4 

Memo items: 

Nominal effeetive exehange rate^) 3.2 

Real effeetive exchange rate'). 2 ) -0.9 

Source: ECB. 

Note: A positive (negative) sign indicates an appreciation (depreciation). 

1) Based on HICP and CPI developments. 

2) Effeetive exchange rate against the euro, the currencies of the non-euro area EU Member States and those of ten other major trading 
Partners. 


Table 1 1 External developments 


(as a percentage of GDP, unless otherwise stated) 



2004 

2005 

2006 

2007 

2008 

2009 

2010 

2011 1 

2012 1 

2013 

Balance of payments 

Current account and Capital account balance') 

6.6 

6.9 

8.0 

9.3 

8.9 

6.1 

6.2 

5.9 

5.8 

6.0 

Current account balance 

6.6 

6.8 

8.7 

9.3 

9.0 

6.3 

6.3 

6.1 

6.0 

6.2 

Goods balance 

6.4 

5.3 

5.4 

3.8 

3.5 

3.0 

2.5 

2.2 

2.1 

2.0 

Services balance 

1.4 

2.0 

2.6 

3.4 

3.4 

2.8 

3.1 

3.2 

3.2 

3.2 

Income balance 

0.0 

0.8 

1.9 

3.1 

3.5 

1.8 

2.1 

2.2 

2.5 

2.7 

Current transfers balance 

-1.1 

-1.2 

-1.2 

-1.0 

-1.4 

-1.3 

-1.4 

-1.4 

-1.8 

-1.7 

Capital account balance 

0.0 

0.1 

-0.7 

-0.1 

-0.2 

-0.1 

-0.1 

-0.2 

-0.2 

-0.2 

Combined direct and portfolio investment balance') 

-9.4 

-4.4 

-5.2 

1.1 

-5.0 

11.7 

-0.1 

1.8 

0.3 

3.4 

Direct investment balance 

-2.8 

-4.3 

0.2 

-2.2 

1.3 

-4.0 

-4.4 

-3.2 

-2.4 

-4.5 

Portfolio investment balance 

-6.6 

-0.1 

-5.4 

3.3 

-6.4 

15.7 

4.3 

5.0 

2.8 

7.9 

Other investment balance 

2.3 

-2.6 

-3.3 

-3.0 

8.5 

-10.0 

-8.8 

-9.8 

-3.4 

-6.4 

Reserve assets 

0.3 

-0.2 

-0.4 

0.1 

0.1 

-3.7 

0.1 

-0.1 

-0.1 

-2.6 

Exports of goods and Services 

44.4 

47.1 

50.0 

50.6 

52.3 

46.3 

47.7 

48.5 

47.3 

44.2 

Imports of goods and Services 

36.6 

39.8 

41.9 

43.3 

45.4 

40.5 

42.1 

43.2 

42.0 

39.1 

Net international investment position^) 

-24.9 

-20.6 

-13.0 

-1.5 

-11.1 

-11.2 

-9.1 

-11.1 

-12.1 

-5.0 

Gross external debt2) 

140.8 

159.6 

160.2 

176.6 

206.2 

213.5 

193.9 

200.0 

191.2 

196.8 

Memo item: 

Export market shares^) 

1.42 

1.35 

1.34 

1.35 

1.29 

1.19 

1.17 

1.16 

1.10 

1.07 


Source: ECB. 

1) Differences between totals and the sum of their components are due to rounding. 

2) End-of-period outstanding amounts. 

3) As a percentage of total world goods and Services exports. 


Table 12 Indicators of Integration with the euro area 


(as a percentage of the total, unless otherwise stated) 



1 2004 1 

2005 1 

2006 1 

2007 1 

2008 1 

2009 1 

2010 1 

2011 1 

2012 1 

2013 

External trade with the euro area 

Exports of goods 

41.6 

40.3 

41.5 

42.0 

40.9 

39.3 

38.8 

38.4 

38.4 

39.8 

Imports of goods 

51.7 

49.2 

48.5 

49.3 

47.5 

47.8 

47.6 

48.7 

46.8 

48.7 

Investment position with the euro area 

Inward direct investment') 

46.7 

47.5 

46.7 

49.1 

54.9 

57.6 

60.1 

60.4 

58.3 

57.4 

Outward direct investment') 

45.3 

42.8 

48.3 

46.1 

48.5 

46.6 

43.5 

43.4 

42.6 

41.6 

Portfolio investment liabilities') 

37.2 

34.7 

35.4 

38.8 

44.9 

42.3 

40.2 

40.7 

41.5 


Portfolio investment assets') 

44.2 

41.8 

40.5 

41.9 

41.9 

40.8 

42.2 

40.0 

42.6 


Memo items: 

External trade with the EU 

Exports of goods 

59.2 

59.1 

60.3 

61.3 

60.1 

58.5 

57.2 

56.1 

57.0 

57.7 

Imports of goods 

72.3 

70.4 

69.7 

71.1 

69.2 

68.0 

67.1 

68.2 

67.3 

68.9 


Sources: ESCB, European Commission (Eurostat) and IMF. 
1) End-of-period outstanding amounts. 
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4 LONG-TERM INTEREST RATE DEVELOPMENTS 


Table 13 Long-term Interest rates (LTIRs) 


(pereentages; average of observations through period) 

I Jan. 

Feb. 

I 

Mar. 

2014 

Apr. 1 

May 2013 
to Apr. 2014 

Long-term interest rate 

2.4 

2.2 

2.2 

2.1 

2.2 

Reference value^) 

- 

- 

- 

- 

6.2 

Euro area^) 

2.8 

2.6 

2.5 

2.4 

2.9 

Euro area (AAÄ)^) 

2.0 

1.8 

1.8 

1.7 

1.9 


Sources: ECB and European Commission (Eurostat). 

1) The basis of the ealeulation for the period May 20 13 -April 2014 is the unweighted arithmetie average of the interest rate levels 
in Ireland, Latvia and Portugal plus 2 percentage points. 

2) The euro area average is included for information only. 

3) The euro area AAA par yield eurve for the ten-year residual maturity is ineluded for information only. 


Chart 6 Long-term Interest rate (LTIR) 

(a) Long-term Interest rate (LTIR) I (b) LTIR and HICP Inflation differentials vis-ä-vis the euro area 

(monthly averages in pereentages) H (monthly averages in percentage points) 


long-term interest rate 


long-term interest rate differential 
HICP Inflation differential 




2004 2006 2008 2010 2012 


2004 2006 2008 2010 2012 


3 

2 

1 

0 

-1 

-2 

-3 

-4 


Sources: ECB and European Commission (Eurostat). 


Table 14 Selected Indicators of financial development and Integration 


(as a percentage of GDP, unless otherwise stated) 



2004 

2005 

2006 

2007 

2008 

2009 

2010 

2011 

2012 

2013 

Memo item: 

euro area 

2013 

Debt securities issued by corporations^) 

70.5 

83.7 

88.4 

101.8 

115.5 

136.7 

123.0 

129.7 

129.3 

136.3 

95.3 

Stock market capitalisatiotf) 

101.4 

126.7 

145.2 

126.6 

63.9 

101.4 

117.6 

95.9 

106.3 

124.8 

58.1 

MFI credit to non-govemment residents^) 

98.7 

105.8 

110.2 

119.0 

126.1 

134.0 

132.5 

134.2 

135.3 

136.2 

125.0 

Claims of euro area MFIs on resident MFIs^) 11.0 

9.4 

9.7 

10.2 

10.5 

9.9 

9.4 

9.6 

8.0 

8.4 

7.0 

Private sector credit flow^) 

6.8 

13.8 

10.2 

22.4 

20.3 

5.0 

4.2 

5.7 

1.3 

2.9 

-0.4 

Private sector debt®) 

158.9 

167.2 

169.8 

187.4 

211.7 

225.3 

212.0 

210.6 

209.9 

209.5 

164.5 

Financial sector liabilities^) 

11.9 

15.7 

11.0 

8.9 

11.6 

3.0 

2.8 

3.3 

4.6 

8.3 

-2.5 


Sources: ESCB, European Commission (Eurostat), Federation of European Securities Exchanges, OMX and national stock exchanges. 

1) Outstanding amount of debt securities issued by resident non- financial corporations, MFIs and other financial corporations. 

2) Outstanding amounts of quoted shares issued by residents at the end of the period at market values. For historical periods the national 
data have been derived directly from the national stock exchange without further adjustments. 

3) MFI (excluding NCB) credit to domestic non-MFI residents other than the general govemment. Credit includes outstanding amounts 
of loans and debt securities. 

4) Outstanding amount of deposits and debt securities issued by domestic MFIs (excluding the NCB) held by euro area MFIs as a 
percentage of total liabilities of domestic MFIs (excluding the NCB). Total liabilities exclude Capital and reserves and remaining 
liabilities. 

5) Transactions in securities other than shares issued and loans taken out by institutional sectors: non-financial corporations, households 
and non-profit institutions serving households. 

6) Outstanding amounts of securities other than shares issued and loans taken out by institutional sectors: non-financial corporations, 

households and non-profit institutions serving households. i-^ d 

7) Sum of all liabilities of the total financial sector. The indicator is expressed as a year-on-year percentage change. tU D 
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5.9 STATISTICAL METHODOLOGY OF CONVERGENCE INDICATORS 

The examination of the convergence process is highly dependent on the quality and 
integrity of the underlying statistics. The Compilation and reporting of statistics, 
particularly government finance statistics (GFS), must not be subject to political 
considerations. Member States are invited to consider the quality and integrity of their 
statistics as a matter of priority, to ensure that a proper System of checks and balances is in 
place when compiling these statistics and to apply certain Standards with respect to 
governance and quality in the domain of statistics. 

National Statistical authorities in each Member State and the EU Statistical authority 
within the European Commission (Eurostat) should enjoy Professional independence and 
ensure that European statistics are impartial and of a high quality. This is in line with the 
principles laid down in Article 338(2) of the Treaty, Regulation (EC) No 223/2009 of the 
European Parliament and of the Council of 11 March 2009 on European statistics^^ 
(Regulation on European statistics) and the European Statistics Code of Practice endorsed 
by the Commission in 2005 and revised in September 2011^^ (the Code of Practice). 
Article 2(1) of the Regulation on European statistics States that the development, 
production and dissemination of European statistics shall be governed by the following 
Statistical principles: a) Professional independence; b) impartiality; c) objectivity; d) 
reliability; e) Statistical confidentiality; and f) cost effectiveness. Pursuant to Article 1 1 of 
the Regulation, these Statistical principles are further elaborated on in the Code of 
Practice. 

Against this background, the quality and integrity of the convergence indicators in terms 
of the underlying statistics are reviewed in the Statistical section. This section refers to 
some institutional features of the national Statistical Institutes (NSIs) concemed and 
provides information on the Statistical methodology of the convergence indicators, as well 
as on the compliance of the underlying statistics with the Standards necessary for an 
appropriate assessment of the convergence process. Moreover, Sub-section 3.2 reviews in 

OJL 87, 31.03.2009, p. 164. 

23 

European Statistics Code of Practice endorsed by the Commission in its Recommendation of 25 
May 2005 on the independence, integrity and accountability of the national and Community 
Statistical authorities (COM(2005) 217 final). 

See Articles 2(1) and 1 1 of the Regulation on European statistics. 
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particular the public interventions to Support financial institutions and financial markets 
during the financial crisis, as well as the financial Support provided by international 
institutions or countries during the financial crisis. 

5.9.1 INSTITUTIONAL FEATURES RELATING TO THE QUALITY OF 
STATISTICS FOR THE ASSESSMENT OF THE CONVERGENCE 
PROCESS 

In recent years, the governance of the European Statistical System (ESS) has been 
improved, in particular with the adoption of the Code of Practice in 2005. Initially the 
implementation and monitoring of the Code relied to a large extent on a self-regulatory 
approach (self-assessments, peer reviews and national implementation plans). In 2009, the 
Regulation on European statistics entered into force and the European Statistical 
Governance Advisory Board (ESGAB) was established in order to provide an independent 
OverView of the ESS with particular regard to implementing the Code of Practice. The 
ESGAB aims to enhance Professional independence, integrity and accountability in the 
ESS, as well as the quality of European statistics. Its tasks include preparing an annual 
report for the European Parliament and the Council on the implementation of the Code of 
Practice insofar as it relates to Eurostat, including an assessment of the implementation of 
the Code in the ESS as a whole. 

However, the experience gained in recent years highlighted some remaining weaknesses 
in the governance framework of the ESS which had to be addressed. These weaknesses 
were described in the Communication from the Commission to the European Parliament 
and the Council of 15 April 2011 entitled “Towards robust quality management for 
European Statistics”. 

In the specific context of the EU fiscal surveillance System and of the excessive deficit 
procedure (EDP), Council Regulation (EU) No 679/2010^^ granted Eurostat new 
competences for regularly monitoring and verifying public fmance data, which it exercises 
by conducting more in-depth dialogue visits to Member States and by extending such 
visits to public entities supplying upstream public fmance data to the NSIs. 

COM(2011) 211 final. 

Council Regulation (EU) No 679/2010 of 26 July 2010 amending Regulation (EC) No 
479/2009 as regards the quality of Statistical data in the context of the excessive deficit 
procedure (OJ L 198, 30.07.2010, p. 4). 
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Furthermore, the legislative package of six legal texts adopted to strengthen the economic 
governance stmcture of the euro area and the EU as a whole relies on high-quality 
Statistical Information, which needs to be produced under robust quality management. 

In this context, the Code of Practice was revised in September 2011 in order to distinguish 
between the principles to be implemented by ESS members and the principles relating to 
the institutional environment that are to be implemented by Member State governments. 

Moreover, the Regulation on European statistics is currently under revision with a view to 
clarifying, among other things, that the principle of Professional independence of NSIs 
applies unconditionally. Statistics must indeed be developed, produced and disseminated 
in an independent manner, free of any pressures from political or interest groups or from 
EU or national authorities, and existing institutional frameworks must not be allowed to 
restrict this principle. 

Table 3 provides an overview of some of the institutional features relating to the quality of 
the statistics, namely the specification of the legal independence of the NSI, its 
administrative supervision and budget autonomy, its legal mandate for data collection and 
its legal provisions governing Statistical confidentiality. 


On 13 December 2011, the reinforced Stability and Growth Pact entered into force with a new 
set of rules for economic and fiscal surveillance. These new measures, known as the “six-pack”, 
consist of five regulations and one directive, proposed by the European Commission and 
approved by all EU Member States and the European Parliament in October 2011. 
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Table 3 Quality and integrity of convergence statistics 


Bulgaria 

1 Czech Republic | 

Institutional features relating to the quality and integrity of the statistics used in assessing the 
convergence process 

Legal 

independence 
of the national 
Statistical 
Institute 

According to the Law on Statistics, statistics 
are based on the principles of Professional 
independence, impartiality, objectivity, 
reliability, Statistical confidentiality and cost 
effectiveness. According to Article 8 of the 
Law on Statistics, the President of the NSI is 
appointed by the Prime Minister. The term of 
Office is fixed (seven years; reappointment is 
possible, only once). 

According to Article 5 of the State 

Statistical Service Act, statistics are based 
on objectivity, impartiality and 
independence. According to Article 3, the 
Head of the NSI is appointed by the 

President of the Republic. 

Administrative 
Supervision 
and budget 
autonomy 

The NSI has the Status of a state agency and 
is directly subordinated to the Council of 
Ministers. It has budget autonomy on the 
basis of an annual amount assigned from the 
state budget. 

The NSI is a central Statistical agency 
within the public administration. It has 
budget autonomy on the basis of an annual 
amount assigned from the state budget. 

Legal mandate 
for data 
Collection 

The Law on Statistics determines the main 
principles of data collection. 

The State Statistical Service Act determines 
the main principles of data collection. 

Legal 

provisions 

regarding 

Statistical 

confidentiality 

According to Articles 25 to 27a of the Law 
on Statistics, the confidentiality of the 
Statistical data is secured. 

According to Articles 16, 17 and 18 of the 
State Statistical Service Act, the 
confidentiality of the Statistical data is 
secured. 

HICP inflation^^ 

Compliance 
with legal 
minimum 
Standards 

Eurostat made a compliance monitoring visit 
in 2007 and confirmed that in general the 
methods used for producing the HICP are 
satisfactory. There were no apparent 
instances of non-compliance with the HICP 
methodology. 

Eurostat made a compliance monitoring 
visit in 2008 and confirmed that in general 
the methods used for producing the HICP 
are satisfactory. There were no apparent 
instances of non-compliance with the HICP 
methodology. 

Other issues 

Eurostat considered the representativity of 
the HICP in terms of accuracy and reliability 
to be generally adequate. 

Eurostat considered the representativity of 
the HICP in terms of accuracy and 
reliability to be generally adequate. 

Government finance statistics 

Data coverage 

Revenue, expenditure, deficit and debt data 
are provided for the period 2004-13. 

Revenue, expenditure, deficit and debt data 
are provided for the period 2004-13. 

Outstanding 

Statistical 

issues 

The decision of Eurostat (2012) on the 
recording of some operations of trade credits 
has not been fully implemented. Long-term 
trade credits (factoring without recourse) are 
recorded correctly as loans (part of 
government debt). However, short-term trade 
credits (factoring without recourse) are 
recorded as payables, which may lead to an 
underestimation of the level of government 
debt. The work on factoring statistics is 
under development and will enable the 
Identification of short-term trade credits 
without recourse that need to be reclassified 

There is a unit currently classified as being 
in the financial sector which may be subject 
to a reclassification. 


The füll report of the findings and recommendations of the HICP compliance monitoring visits 
for each country are available at 

http ://epp . eurostat . ec . europa. eu/portal/page/portal/hicp/methodology/compliance_monitoring 
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as loans. The expected impact on 
government debt is not yet known. 


Deficit-debt 

adjustment 

Negative cumulative amount of DDA owing 
to a decrease in government deposits and a 
decrease in loans. 

Cumulative amount of DDA is small and 
negative. This relates to the positive effect 
of transactions in deposits, counterbalanced 
by the negative impact of valuation effects 
owing to fluctuations in the value of debt 
denominated in foreign currency and 
differences as regards the time of recording. 

Institution 
responsible for 
the 

Compilation of 
EDP data 

The NSI compiles the actual EDP data and 
the Ministry of Finance provides the 
forecasts. The Ministry of Finance compiles 
the actual EDP data concerning debt. The 

NCB is not directly involved in the 

Compilation of these statistics. 

The NSI, in Cooperation with the Ministry 
of Finance, compiles the actual EDP data, 
and the Ministry of Finance provides the 
forecasts. The NCB is not directly involved 
in the Compilation of these statistics. 


Table 3 Quality and integrity of convergence statistics (continued) 


Croatia 

Lithuania | 

Institutional features relating to the quality and integrity of the statistics used in assessing the 
convergence process 

Legal 

independence of 
the national 
Statistical 
Institute 

According to Article 5 of the Official 

Statistics Act, statistics are based on the 
principles of relevance, impartiality, 
reliability, transparency, timeliness, 
Professional independence, cost-effectiveness, 
consistency, Publicity, Statistical 
confidentiality, the use of individual data for 
exclusively Statistical purposes, and public 
accountability. The Head of the NSI is 
appointed by the Government. The Head of 
the NSI is accountable to the Government. 

According to Article 4 of the Law on Statistics, 
statistics are based on the principles of 
objectivity and Professional independence, 
transparency of methods and methodologies, 
necessity and appropriateness of Statistical 
indicators, use of Statistical data exclusively for 
Statistical purposes, compliance with 
international classifications and Standards, and 
confidentiality. The Head of the NSI is a state 
official who is appointed by the Government on 
the recommendation of the Minister of Finance 
for a period of four years (no more than two 
successive terms of office). The Head of the 

NSI is accountable to the Government and the 
Minister of Finance. 

Administrative 
Supervision and 
budget 
autonomy 

The NSI is a state administration Organisation 
which autonomously performs its tasks in 
conformity with the law. It has budget 
autonomy on the basis of an annual amount 
assigned from the state budget. 

The NSI is a government agency participating 
in the shaping and implementing of state policy 
in the field of statistics management and is 
assigned to the Minister of Finance. It has 
budget autonomy on the basis of an annual 
amount assigned from the state budget. 

Legal mandate 
for data 
Collection 

The Official Statistics Act determines the 
main principles of data collection. 

The Law on Statistics determines the main 
principles of data collection. 

Legal 

provisions 

regarding 

Statistical 

confidentiality 

According to Article 59 of the Official 
Statistics Act, the confidentiality of Statistical 
data is secured. 

According to Article 15 of the Law on 

Statistics, the confidentiality of Statistical data is 
secured. 

HICP inflation 

Compliance 
with legal 
minimum 
Standards 

Commission Regulation (EU) No 1 19/2013 

regarding the Compilation of HICP at constant 

29 

tax rates is not yet implemented. 

Eurostat has not yet made a compliance 

Eurostat made a compliance monitoring visit in 
2006 and confirmed that in general the methods 
used for producing the HICP are satisfactory. 
There were no apparent instances of non- 


Commission Regulation (EU) No 1 19/2013 of 1 1 February 2013 amending Regulation (EC) No 
2214/96 concerning harmonised indices of consumer prices (HI CP): transmission and 
dissemination of sub-indices of the HICP, as regards establishing harmonised indices of 
consumer prices at constant tax rates (OJ L41, 12.02.2013, p. 1). 
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monitoring visit. Nevertheless, the ECB is not 
aware of any non-compliance in the Croatian 
HICP that would have a major impact in 
practice on the annual average rates of change 
in the HICP. 

compliance with the HICP methodology. 

Other issues 


Eurostat considered the representativity of the 
HICP in terms of accuracy and reliability to be 
generally adequate. 

Government finance statistics 

Data coverage 

Revenue, expenditure, deficit and debt data 
are provided for the period 2004-13. 

Revenue, expenditure, deficit and debt data are 
provided for the period 2004-13. 

Outstanding 
Statistical issues 

The Statistical authorities are continuing to 
Work on improving the main data source 
collecting System currently used, in terms of 
reporting requirements, data availability, 
timeliness, quality checks and inclusion of 
non-financial public corporations. 

The recording of deficits/surpluses for public 
hospitals and universities needs to be improved. 

Deficit-debt 

adjustment 

Moderate and positive cumulative amount of 
DDA mainly owing to transactions in 
currency and deposits. 

Small and negative cumulative amount of DDA 
owing to the acquisition of deposits, loans and 
privatisation receipts. 

Institution 
responsible for 
the Compilation 
of EDP data 

The NSI compiles the non-financial accounts 
data; the NCB compiles the debt and financial 
accounts data. The Ministry of Finance provides 
the forecasts. 

The Ministry of Finance compiles the actual 

EDP data conceming deficits. The NSI, in 
Cooperation with the Ministry of Finance, 
compiles the remaining actual EDP data, and the 
Ministry of Finance provides the forecasts. The 
NCB is not directly involved in the Compilation of 
these statistics, but closely monitors the 

Compilation process via methodological 
discussions. 


Table 3 Quality and integrity of convergence statistics (continued) 


Hungary 

1 Poland 1 

Institutional features relating to the quality and integrity of the statistics used in assessing the 
convergence process 

Legal 

independence 
of the national 
Statistical 
Institute 

According to Article 1 and 3/A of Act 

XL VI on Statistics, statistics are based on 
objectivity, independence and 
confidentiality. The Head of the NSI is 
appointed by the Prime Minister. The term 
of Office is fixed (six years; reappointment 
is possible, only twice). 

According to Article 1 of the Law on Official 
Statistics, statistics are based on reliability, 
objectivity and transparency. 

The Head of the NSI is selected by open 
competition and appointed by the President of 
the Council of Ministers. The term of office is 
fixed (five years). 

Administrative 
Supervision 
and budget 
autonomy 

The NSI is a public administration organ 
under the immediate supervision of the 
Government. It has budget autonomy on 
the basis of an annual amount assigned 
from the state budget. 

The NSI is a central agency within the public 
administration under supervision of the President 
of the Council of Ministers. It has budget 
autonomy on the basis of an annual amount 
assigned fi-om the state budget. 

Legal mandate 
for data 
Collection 

Act XL VI on Statistics determines the 
main principles of data collection. 

The Law on Official Statistics determines the 
main principles of data collection. 

Legal 

provisions 

regarding 

Statistical 

confidentiality 

According to Article 17 of Act XL VI on 
Statistics, the confidentiality of the 
Statistical data is secured. 

According to Articles 10, 11, 12, 38, 39 and 54 
of the Law on Official Statistics, the 
confidentiality of the Statistical data is secured. 

HICP inflation 

Compliance 
with legal 
minimum 
Standards 

Eurostat made a compliance monitoring 
visit in 2008 and confirmed that in 
general the methods used for producing 
the HICP are satisfactory. Some 
instances of non-compliance with the 

Eurostat made a compliance monitoring visit in 
2007 and confirmed that in general the methods 
used for producing the HICP are satisfactory. 

Some instances of non-compliance with the 

HICP methodology were found, but were 
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HICP methodology were identified, but 
were considered by Eurostat to be limited 
and unlikely to have a major impact in 
practice on the HICP annual average 
rates of change. 

considered by Eurostat to be limited and unlikely 
to have a major impact in practice on the HICP 
annual average rates of change. 

Other issues 

Eurostat considered the representativity 
of the HICP in terms of accuracy and 
reliability to be generally adequate. 

Eurostat considered the representativity of the 
HICP in terms of accuracy and reliability to be 
generally adequate. 

Government finance statistics 

Data coverage 

Revenue, expenditure and deficit data are 
provided for the period 2004-13. 

Revenue, expenditure, deficit and debt data are 
provided for the period 2004-13. 

Outstanding 

Statistical 

issues 

No outstanding Statistical issues 
identified. 

The recording of the pension fiind transfer is 
being discussed with Eurostat. 

Deficit-debt 

adjustment 

High and positive cumulative amount of 
DDA owing to the acquisition of deposits 
from the IMF, transfer of private pension 
fimds to the Government and valuation 
effects owing to fluctuations in the value 
of debt denominated in foreign currency. 

Moderate and negative cumulative amount of 
DDA owing to privatisations. 

Institution 
responsible for 
the 

Compilation of 
EDP data 

A working group composed of the NSI, 
the Ministry of Finance and the NCB 
compiles the actual EDP data, and the 
Ministry of Finance provides the forecasts. 
The NSI is responsible for the non- 
fmancial accounts and the NCB for the 
financial accounts and debt; the Ministry 
of Finance is responsible for the data for 
the current year. 

The Ministry of Finance provides the forecasts 
and compiles the actual EDP data concerning 
debt. The NSI compiles the remaining actual 

EDP data. The NCB is not directly involved in 
the Compilation of these statistics. 


Table 3 Quality and integrity of convergence statistics (continued) 


1 Romania 

Sweden | 

Institutional features relating to the quality and integrity of the statistics used in assessing the 
convergence process 

Legal 

independence 
of the national 
Statistical 
institute 

The autonomy of official statistics is stated 
in the Statistical Law, together with the 
principles of confidentiality, transparency, 
reliability, proportionality, Statistical 
deontology and cost/efficiency ratio. The 

Head of the NSI is appointed by the Prime 
Minister. 

According to Section 3 of the Official Statistics 
Act, statistics are objective and available to the 
public. The Head of the NSI is appointed by the 
Government. The term of office is fixed (for a 
maximum of six years, renewable once). 

Administrative 
Supervision 
and budget 
autonomy 

According to the Statistical Law, the NSI is 
a specialised institution, subordinated to the 
Government. It is fmanced via the state 
budget. 

The NSI is a central statistics agency, 
subordinated to, but not part of, the Ministry of 
Finance. Approximately half of its tumover is 
provided by the Ministry of Finance, the other 
half by charging govemment agencies and 
commercial customers for Statistical 
production and advice. 

Legal mandate 
for data 
Collection 

According to the Statistical Law, the official 
statistics in Romania are implemented and 
coordinated by the NSI. 

The Official Statistics Act determines the main 
principles of data collection. 

Legal 

provisions 

regarding 

Statistical 

confidentiality 

The Statistical Law States that “during 
Statistical research, fi-om collection to 
dissemination, the official statistics Services 
and statisticians have the Obligation to adopt 
and implement all the necessary measures 
for protecting the data referring to individual 
statistics subjects (natural or legal persons), 
data obtained directly fi-om Statistical 
research or indirectly through administrative 

According to Sections 5 and 6 of the Official 
Statistics Act, the confidentiality of the 

Statistical data is secured. 
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sources or from other suppliers”. 


HICP inftation 

Compliance 
with legal 
minimum 
Standards 

Eurostat made a compliance monitoring visit 
in 2007 and confirmed that in general the 
methods used for producing the HICP are 
satisfactory. There were no apparent 
instances of non-compliance with the HICP 
methodology. 

Eurostat made a compliance monitoring visit in 
2011 and confirmed that in general the 
methods used for producing the HICP are 
satisfactory. Some instances of non- 
compliance with the HICP methodology were 
found, but were considered by Eurostat to be 
limited and unlikely to have a major impact in 
practice on the annual average rates of change 
in the HICP. 

Other issues 

Eurostat considered the representativity of 
the HICP in terms of accuracy and reliability 
to be generally adequate. 

Eurostat considered the representativity of the 
HICP in terms of accuracy and reliability to be 
generally adequate. 

Government finance statistics 

Data coverage 

Revenue, expenditure, deficit and debt data 
are provided for the period 2004-13. 

Revenue, expenditure, deficit and debt data are 
provided for the period 2004-13. 

Outstanding 

Statistical 

issues 

No outstanding Statistical issues identified. 

The Swedish National Financial Management 
Authority (ESV) became responsible for both 
the non-financial and financial accounts for the 
central govemment as of the 2012 Compilation 
year. This change in institutional 
responsibilities is expected to contribute to the 
reduction of Statistical discrepancies. 

Deficit-debt 

adjustment 

Moderate and positive cumulative amount of 
DDA owing to an increase in deposits on 
account of loans from the World Bank and 
IMF, as well as valuation effects owing to 
fluctuations in the value of debt 
denominated in foreign currency. 

Positive cumulative amount of DDA mainly 
owing to two large govemment loans to the 

NCB in 2009 and 2013. 

Institution 
responsible for 
the 

Compilation of 
EDP data 

The NSI, in Cooperation with the Ministry 
of Finance, compiles the non-financial 
accounts data. The Ministry of Finance 
compiles the debt data. The forecast is 
provided by the National Commission of 
Prognosis. The NCB is directly involved in 
the Compilation of the financial accounts. 

The NSI, in Cooperation with the Swedish 
National Management Authority (ESV), 
compiles the EDP data. The Ministry of 

Finance provides the forecasts. The NCB is not 
directly involved in the Compilation of these 
statistics. 


5.9.2 HICP INFLATION 

This section considers the methodology and quality of the statistics underlying the 
measurement of price developments, specifically the HICP. The HICP was developed for 
the purpose of assessing convergence in terms of price stability on a comparable basis. It 
is published for all EU Member States by Eurostat. The HICP covering the euro area as 
a whole has been the main measure of price developments for the single monetary policy 
of the ECB since January 1999. 


For details on the HICP legislative harne work, recommendations and information notes in 
force, see the Compendium of HICP reference documents, Publications Office of the European 
Union, Luxembourg, 2013. 
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Article 1 of Protocol (No 13) on the convergence criteria referred to in Article 140(1) of 
the Treaty requires price convergence to be measured by means of the CPI on a 
comparable basis, taking into account differences in national definitions. In October 1995, 
Council Regulation (EC) No 2494/95 concerning harmonized indices of consumer prices 
was adopted.^^ Furthermore, the harmonisation measures introduced for HICPs have been 
based on several EU Council and European Commission regulations. HICPs use common 
Standards for the coverage of the items, the territory and the population included (all these 
elements are major reasons for differences between national CPIs). Common Standards 
have also been established in several other areas, for example the treatment of new goods 
and Services. 

The HICPs use annually updated expenditure weights (or, until 2011, less frequent 
Updates if this did not have a significant effect on the Index). They cover all goods and 
Services included in household final monetary consumption expenditure, which is derived 
from the national accounts domestic concept of household final consumption expenditure, 
but excludes owner-occupied housing costs. The prices observed are the prices households 
actually pay for goods and Services in monetary transactions and thus include all taxes 
(minus subsidies) on products, e.g. VAT and excise duties. Expenditure on health, 
education and social Services are covered to the extent that they are fmanced (directly or 
through private insurance) by households and not reimbursed by the government. 

Estimates of the development of administered prices in the HICP refer to prices which are 
directly set or significantly influenced by the government, including national regulators. 
They are based on a common defmition and Compilation and are published by Eurostat. 

Eurostat must ensure that the Statistical practices used to compile national HICPs comply 
with HICP methodological requirements and that good practices in the field of consumer 
price indices are being followed. Eurostat carries out compliance monitoring visits and 
publishes its fmdings in information notes made available on its website. 


OJE 257, 27.10.1995, p. 1. 
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5.9.3 GOVERNMENT FINANCE STATISTICS 

This section describes the methodology and quality of the statistics used to measure fiscal 
developments. GFS are based mainly on national accounts concepts and should comply 
with the ESA 95^^ and Council Regulation (EU) No 479/2009.^^ Concepts such as 
“governmenf “surplus/deficif “interest expenditure”, “investmenf “debf ’ and “gross 
domestic product (GDP)” with reference to the ESA 95 are defined in Protocol (No 12) on 
the excessive deficit procedure, as well as in Council Regulation (EU) No 479/2009. The 
ESA 95 is consistent with other international Statistical Standards, such as the System of 
National Accounts 1993 (1993 SNA). EDP statistics refer to the ESA 95 institutional 
sector “general government”. This comprises central government, state government (in 
Member States with a federal structure), local government and social security funds. It 
typically does not include public corporations. 

The EDP general government deficit (-)/surplus (+) is equal to the ESA 95 “net lending 
(+)/net borrowing (-)” plus “net Settlements under swaps and forward rate agreements”.^"^ 
ESA 95 net lending (+)/net borrowing (-) is equal to “total revenue” minus “total 
expenditure”. While most transactions among general government units related to revenue 
and expenditure are not Consolidated, the distributive transactions “interest”, “other 
current transfers”, “investment grants” and “other Capital transfers” are Consolidated. The 
primary government deficit/surplus is the government deficit/surplus excluding interest 
expenditure. 

The EDP general government debt is the sum of the outstanding gross liabilities at 
nominal value (face value) as classified in the ESA 95 categories “currency and deposits”, 
“securities other than shares excluding financial derivatives” (e.g. government hüls, notes 

See Council Regulation (EC) No 2223/96 of 25 June 1996 on the European System of national 
and regional accounts in the Community (OJ L 310, 30.1 1.1996, p. 1). 

Council Regulation (EC) No 479/2009 of 25 May 2009 on the application of the Protocol on the 
excessive deficit procedure annexed to the Treaty establishing the European Community (OJ L 
145, 10.6.2009, p. 1). 

The inclusion of “net Settlements under swaps and forward rate agreements” in the EDP deficit 
implies a discrepancy between the two balancing items, the EDP general government deficit (- 
)/surplus (+) and the ESA 95 net lending (+)/net borrowing (-). Settlements received by 
government reduce the EDP deficit, whereas Settlements paid by government increase the EDP 
deficit. 
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and bonds) and “loans”. It excludes financial derivatives, such as swaps, as well as trade 
credits and other liabilities not represented by a financial document, such as overpaid tax 
advances. However, in March 2008 Eurostat released a guidance note that includes 
accounting rules on the treatment of lump sums received by government under “off- 
market interest rate swaps”. This guidance States that such transactions are basically 
borrowing in disguise. The lump sum paid to government at the inception of an off-market 
swap should therefore be recorded as a loan to government in national accounts, and thus 
has an impact on government debt. In July 2012 Eurostat published a decision on the 
Statistical recording of some operations related to trade credits incurred by government 
units. The decision stipulates that the trade credits that are refmanced without recourse to 
the original holder and trade credits that are renegotiated beyond the simple extension of 
the initial maturity need to be reclassified as loans and are thus included in the EDP 
general government debt. 

The EDP debt also excludes contingent liabilities, such as government guarantees and 
Pension commitments. Estimates of such items have to be based on far-reaching 
assumptions and may vary widely. While government debt is a gross concept in the sense 
that neither financial nor non-fmancial assets are deducted from liabilities, it is 
Consolidated within the general government sector and therefore does not include 
government debt held by other government units. 

The measure of GDP used for compiling government deficit and debt ratios is the ESA 95 
GDP at current market prices. 

5.9.3.1 DATA COVERAGE 

In April 2014 the European Commission transmitted to the ECB data on GES (general 
government deficit/surplus and debt) for the period 2004-13, as well as forecasts for 2014. 
The NCBs of the Eurosystem provide the ECB with detailed GFS data under the ECB ’s 
GFS Guideline.^^ Although the Guideline is only legally binding for the euro area NCBs, 
the non-euro area NCBs also transmit GFS data to the ECB by the same deadlines and 
using the same procedures. The GFS Guideline lays down requirements for the 
transmission of annual data with detailed breakdowns of annual revenue and expenditure. 


Guideline ECB/2009/20 of 31 July 2009 on government finance statistics (OJ L 228, 
01.09.2009, p. 25). 
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debt, and deficit-debt adjustment. In addition, it requests figures on general government 
debt with breakdowns by instrument, by initial and residual maturity and by holder. 

As regards compliance with the legal requirement for EU Member States to transmit GFS 
data to the European Commission, annual revenue, expenditure, deficit/surplus and debt 
data for the period 2004-2013 have been transmitted by most of the Member States under 
consideration. 

5.9.3.2 METHODOLOGICAL ISSUES 

The statistics for the EDP must reflect decisions taken by Eurostat in line with the ESA 95 
for specific cases involving the general government sector. On 15 July 2009 Eurostat 
published a decision on the Statistical recording of public interventions to Support financial 
institutions and financial markets during the financial crisis. The public interventions to 
Support the financial sector have covered a wide ränge of operations, for which the 
methodologies applied are based on ESA 95. These operations refer to recapitalisations of 
banks and other financial institutions, provisions of loans, asset purchases and securities 
lending. Furthermore, Eurostat’ s decision also covered the issue of how to classify 
specific institutional units, such as government-owned special purpose entities (SPEs), and 
how to treat guarantees which the government has provided in order to Support the 
financial sector. 

Table 4 summarises the impact of the government interventions to Support the financial 
sector during the financial and economic crisis. In order to restore confidence in the 
banking sector during the financial and economic crisis, EU governments have provided 
financial Support in the form of recapitalisations and by providing liquidity (purchasing 
impaired assets, issuing loans and performing asset exchanges/swaps). Of the countries 
under consideration in this report, Lithuania, Hungary and Sweden have conducted such 
interventions. By the end of 2013 the impact on government debt as a percentage of GDP 
was 2.4% in Lithuania and 0.2% in Sweden. Moreover, in some countries, Support to the 
financial sector has taken the form of guarantees of interbank lending and guarantees of 
debt issued by SPEs. These guarantees are contingent government liabilities and are 
normally recorded off-balance sheet in the ESA 95 unless there is certainty that a 
guarantee will be called in the future. In the case of Sweden, by the end of 2013 the 
government had granted guarantees to the financial sector equal to 0.2% of GDP. 
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Table 4 Government interventions to Support the financial sector during the 
financial crisis 


(cumulative amounts for 2008-13 as a percentage of GDP) 


Country 

Measures 

with an 
impact on 

government 

deficit/ 

snrplns^^ 

Measures with an impact on government debt 

Measures 
with an impact 

on 

government 

contingent 

liabilities^^ 

Capital injections 

Ass et 
purchases 

Other 

measures 

Total 


Acquisition 
of shares 

Loans 

impact 

of which 
redemptions 

Bulgaria 

0.0 

0.0 

0.0 

0.0 

0.0 

0.0 

0.0 

0.0 

Czech Republic 

0.0 

0.0 

0.0 

0.0 

0.0 

0.0 

0.0 

0.0 

Croatia 

0.0 

0.0 

0.0 

0.0 

0.0 

0.0 

0.0 

0.0 

Lithuania 

-0.3 

0.1 

2.3 

0.0 

0.0 

2.4 

1.0 

0.0 

Hungary 

0.0 

0.0 

0.0 

0.0 

0.0 

0.0 

2.3 

0.0 

Poland 

0.0 

0.0 

0.0 

0.0 

0.0 

0.0 

0.0 

0.0 

Romania 

0.0 

0.0 

0.0 

0.0 

0.0 

0.0 

0.0 

0.0 

Sweden 

0.2 

0.2 

0.0 

0.0 

0.0 

0.2 

0.1 

0.2 


Source: ESCB. 

1) A negative figure indicates that the government measures inereased the government deficit (or decreased 
the government surplus), while a positive figure indicates that the government measures inereased the 
government surplus (or deereased the government defieit). 

2) For instanee, debt assumption/eaneellations and deposits with private banks. 

3) Government eontingent liabilities are eontraetual arrangements, whieh speeify one or more eonditions that 
must be fülfilled before the government assumes the liabilities of the other party to the eontraet. Contingent 
liabilities are off-balanee-sheet items and are not part of government debt. 


Hungary and Romania have received international financial assistance to deal with the 
effects of the financial crisis from the IMF, the European Commission and the World 
Bank in various instalments since the end of 2008. The funds granted by the international 
institutions have been transferred to a deposit account of the Treasury at the NCB in 
question. Two different types of cases may be identified. The first is where the beneficiary 
of the loan is central government (as with most of these loans). Accordingly, the recording 
is rather straightforward as the granting of the loans increases government debt 
(immediately) and government deficit (gradually) owing to accruing interest payable. The 
second relates to more complex cases, when loans are granted to NCBs. Usually, these 
loans are recorded as lending to NCBs. However, they are classified as government debt 
if: (i) the funds are taken to fmance activities usually performed by general government; 
(ii) an NCB ’s own resources are not sufficient to cover all costs related to the repayment 
of the loan (principal and interest); or (iii) the government is bearing the risks associated 
with the borrowing. In these cases, loans granted by the IMF or other international 
organisations should be rerouted and classified as government debt. 


Table 5 shows that outstanding loans from the European Commission to Hungary 
amounted to 3.6% of GDP by the end of 2013. The corresponding outstanding loan from 
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the World Bank provided to Romania was 0.5% of GDP. Poland has entered into a 
Flexible Credit Line agreement with the IMF, which so far has not been drawn upon. 


Table 5 Financial support by international institutions or countries during the 
financial crisis^^ 


(cumulative amounts for 2008-13 as a percentage of GDP) 


Country 

Loan to the 
government 

Loan to the 

national 

central bank 

Total 

loan of which provided by 

Ceiling^^ 


European 

Commis sion^^ 

IMF 

World 

Bank 

Bulgaria 

0.0 

0.0 

0.0 

0.0 

0.0 

0.0 

0.0 

Czech Republic 

0.0 

0.0 

0.0 

0.0 

0.0 

0.0 

0.0 

Croatia 

0.0 

0.0 

0.0 

0.0 

0.0 

0.0 

0.0 

Lithuania 

0.0 

0.0 

0.0 

0.0 

0.0 

0.0 

0.0 

Hungary 

3.6 

0.0 

3.6 

3.6 

0.0 

0.0 

6.6 

Poland 

0.0 

0.0 

0.0 

0.0 

0.0 

0.0 

6.2 

Romania 

0.5 

0.0 

0.5 

0.0 

0.0 

0.5 

2.4 

Sweden 

0.0 

0.0 

0.0 

0.0 

0.0 

0.0 

0.0 


Source: ESCB. 

1) The exchange rate refers to the end-year period. 

2) The European Commission is responsible for the disbursement and its conditionality. 

3) Referring to the total loan amount and including provisions of fiiture financial support. 

In Bulgaria, the decision of Eurostat (taken in 2012) on the recording of some operations 
of trade credits has not been fully implemented. Long-term trade credits (factoring without 
recourse) are recorded correctly as loans (part of government debt), but short-term trade 
credits (factoring without recourse) are recorded as other accounts payable, which means 
that government debt levels may be underestimated. The work on factoring statistics is 
under development. These will enable the Identification of short-term trade credits without 
recourse that need to be reclassified into loans. The expected impact on government debt 
is not yet known. The Ministry of Finance is involved in the Compilation of the final 
general government debt data. The Bulgarian authorities are urged to reconsider the 
division of responsibilities in the field of general government statistics in order to comply 
with the European Statistics Code of Practice. 


In the Czech Republic, the Czech Export Bank is currently classified as being in the 
financial sector, but it may be subject to a reclassification. The Czech Statistical authorities 
are investigating this. 
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In Croatia, the Croatian authorities are continuing to work on improving the data 
collecting System. 

In Lithuania, the Ministry of Finance is involved in the Compilation of the final general 
government deficit data, although the Lithuanian Statistical authorities have the clear 
responsibility to fmalise the data and transmit them to the Commission. The Lithuanian 
authorities are urged to ensure that these arrangements are clarified in the forthcoming 
update of the Memorandum of Understanding between the Ministry of Finance and the 
National Statistical Office to ensure compliance with the European Statistics Code of 
Practice. The recording of deficits/surpluses for public hospitals and universities needs to 
be improved. 

In Hungary, the Classification of the Savings Cooperatives Integration Unit was a pending 
issue in 2013. In accordance with Eurostat advice it is now reclassified inside the central 
government sector. 

In Poland, the Statistical recording of the pension reform started in 2014 and the recording 
of a newly created Special Purpose Entity within the framework of the Polish Investment 
Programme are currently under examination. The Ministry of Finance is involved in the 
Compilation of the final general government debt data. The Polish authorities are urged to 
reconsider the division of responsibilities in the field of general government statistics in 
Order to comply with the European Statistics Code of Practice. 

In Romania, the Ministry of Finance is involved in the Compilation of the final general 
government debt data. The Romanian authorities are urged to reconsider the division of 
responsibilities in the field of general government statistics in order to comply with the 
European Statistics Code of Practice. 

In Sweden, the Swedish National Financial Management Authority (ESV) became 
responsible for both the non-fmancial and financial accounts for the central government as 
of the 2012 Compilation year. This change in institutional responsibilities is expected to 
contribute to the reduction of Statistical discrepancies. 
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5.9.3.3 DEFICIT-DEBT ADJUSTMENT 

The change in government debt outstanding at the end of two consecutive years may 
diverge from the government deficit/surplus for the respective year for reasons explained 
in Box 6. A large or volatile deficit-debt adjustment does not necessarily indicate a quality 
issue, as long as its components are fully explained. 


Box 6 


DEFICIT-DEBT ADJUSTMENT 

The change in the debt level in any given period can be larger or smaller than the deficit. 
The difference between the change in debt and the deficit is known as the “deficit-debt 
adjustmenf ’ (DDA) or, more generally, as the “stock-flow adjustment” (STA). As long as 
the components of the DDA are sound, the difference between the change in debt and the 
deficit does not raise concerns regarding data quality. Unexplained differences between 
the deficit and change in debt, however, could signal Statistical shortages. 

A positive DDA means that the increase in debt exceeds the deficit or that the reduction in 
debt is lower than the surplus. A negative DDA means that the increase in debt is less than 
the deficit or that the reduction in debt is greater than the surplus. 

The DDA can be described in terms of three main pillars: 

(i) The first and most important pillar in terms of amplitude consists of the transactions 
in main financial assets. These transactions include the net accumulation of currency 
and deposits held by the ministry of fmance or other government units at the central 
bank and other MFIs, shares held by government in public corporations, securities 
held by social security funds (Investment in shares excluding privatisations), and 
loans. With a given deficit, government financial Investment increases the borrowing 
requirement (the amount that government needs to borrow to fmance its activities) 
and thereby also government debt. Conversely, a reduction in financial assets (as a 
result of privatisations for instance) tends to reduce the borrowing requirement as it 
generates cash, while leaving the deficit unchanged. 

(ii) The second pillar consists of the valuation effects and other changes in the volume of 
debt. Government debt is measured at nominal value (or face value), even though 
new borrowings and the repayment of debt may be at prices which differ from the 
nominal value (issuances and redemptions below or above par). Moreover, as 
government debt is measured in the national currency, exchange rate changes modify 
the debt denominated in foreign currencies without affecting the deficit. Changes in 
the debt related to reclassification are recorded under other changes in the volume of 
debt. These include changes in the Statistical Classification of units from the 
government to a non-government sector (or the reverse). 

(iii) The third pillar, named time of recording and other differences, refers to the time 
difference between the recording of expenditure and the related payments and 
between the recording of revenue and the related cash flow to government. For 
instance, taxes are recorded as government revenue at the time they are assessed. 
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even though payment may take place somewhat later. The delayed payment of taxes 
does not reduce the government borrowing requirement, although the taxes 
themselves decrease the deficit. A large accumulation of delayed taxes may lead to 
concerns as to whether tax revenue is overstated owing to amounts that are unlikely 
to be collected. Other time of recording differences may arise on account of advance 
or delayed EU reimbursement of funds spent by the government on its behalf, or the 
gap between the delivery of military equipment (at which time the deficit is affected) 
and the time of payment. 

This third pillar also includes the Statistical discrepancy between the calculation of the 
government deficit in the non-fmancial and financial accounts, and also any unexplained 
remaining factors, which may lead to doubts about the quality of the government 
accounts. 


The cumulative amounts of the DDA over the period 2008 to 2013 were positive in 
Hungary (10.7% of GDP), Sweden (5.4% of GDP), Croatia (3.8% of GDP) and Romania 
(2.5% of GDP). 


In Hungary, there were relatively high and exceptional acquisitions of currency and 
deposits (1.8% of GDP) owing to the IMF and EU deposit in 2008. The transfer of private 
Pension funds to the Government (about 10% of GDP in 2011), partly recorded as an 
acquisition of shares (about 4.4% of GDP in 201 1 and 2.7% of GDP in the whole period), 
also contributed to the high level of DDA. This increase in the DDA has been partly offset 
by privatisations (-1.0% of GDP).The DDA was also high on account of valuation effects 
and other changes in the volume of debt. A positive value of 5.8% of GDP is recorded for 
the valuation effects of the debt owing to fluctuations in the value of government debt 
denominated in foreign currencies. 

In the case of Sweden, the cumulative DDA was explained by the transactions in main 
financial assets (8.3% of GDP), and in particular by the acquisition of loans (6.7% of 
GDP), mainly owing to the issuance of two central government loans to Sveriges 
Riksbank in 2009 (3.1% of GDP) and 2013 (2.8% of GDP). The high positive effect was 
offset by other negative differences (-3.3% of GDP) mainly owing to liabilities in the 
insurance technical reserves (pensions) of the local governments (-1.2% of GDP) and net 
transactions in financial derivatives (-1.0% of GDP). 


In Croatia, the cumulative DDA for the period under consideration amounted to 3.6% of 
GDP. The main reason for this was the acquisition of currency and deposits (4.5% of 
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GDP) in 2013, largely arising from the sale of ten-year government bonds issued on the 
US market in November 2013. 

In Romania, the cumulative amount of the DDA was 2.5% of GDP. The positive impact 
of transactions in main financial assets owing to the acquisition of currency and deposits 
(3.9% of GDP) and the valuation effects (2.1% of GDP) were offset by large other 
remaining factors (-3.5% of GDP), mainly explained by the changes in the accounts 
payable/receivable resulting from a combination of several factors. 

Negative cumulative amounts of the DDA over the last five years could be observed for 
Bulgaria, the Czech Republic, Lithuania and Poland. 

In Bulgaria, the cumulative amount of the DDA was -4.3% of GDP, which means that the 
increase in debt was smaller than the deficit. The transactions in main financial assets 
were mainly explained by the negative net acquisition of currency and deposits (-3.6% of 
GDP) and the negative impact of loans (-1.1% of GDP). 

In Poland, the cumulative DDA for the period under consideration was moderate and 
negative (-4.0% of GDP). The large negative DDA owing to the privatisation of public 
Companies (-5.6% of GDP) was partially compensated for by the valuation effects of debt 
(2.3% of GDP), which were due to the impact of exchange rate fluctuations on 
government debt denominated in foreign currency (mainly in 2008 and 2011). 

In the Czech Republic, the cumulative amount of the DDA was negative and low (-1.4% 
of GDP). This total is the sum of various elements which largely offset each other. The 
accumulation in currency and deposits (1.2% of GDP) reflects government borrowing to 
fmance expenditure over the coming years. The moderate, negative impact of the time of 
recording and other differences is equal to -0.9% of GDP. This is mainly composed of a 
high non-tax component (2.6% of GDP), resulting from a drawdown from the EU funds. 
In addition, other remaining factors (-2.9% of GDP) caused by sizeable increases in other 
accounts payable as a result of a methodological change in the recording of unpaid Capital 
with international banks (especially the European Investment Bank and the World Bank in 
2008) have contributed to the differences. Moreover, a combination of several specific 
factors in 2012, namely: i) a one-off increase in liabilities owing to the approval of church 
property restitutions; ii) an increase in liabilities of the National Fund; and iii) an increase 
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in liabilities related to unpaid subsidies linked to electricity generation from renewable 
sources (solar and wind power stations) have also had an impact. 

In Lithuania, the DDA was -0.5% of GDP in the period under consideration. This 
increase in DDA was mainly influenced by privatisations (-1.4% of GDP). 


Table6 Deficit-debt adjustment 


(cumulative amounts for 2008-13 as a percentage of GDP) 

Country 

Deficit-debt adjustment^^ 



Total 

Transactions in main financial assets 

Valuation 

effects and 

other 
changes in 
the volume 

of debt 

Time of recording and other differences 

Total 

Transactions 
in currency 
and deposits 

Transactions 


Total 

Change in 
fiscal 

receivables 

Non-tax 

components 

Remaining factors 

in s bares 

of which 
privatisations 

Total 

Statistical 

discrepancy 

Other^^ 

Bulgaria 

-4.3 

-5.2 

-3.6 

-0.4 

-2.9 

0.4 

0.5 

-0.4 

1.9 

-1.0 

-0.2 

-0.7 

Czech Republic 

-1.4 

0.2 

1.2 

-0.7 

-0.7 

-0.7 

-0.9 

-0.2 

2.6 

-3.2 

-0.3 

-2.9 

Croatia 

3.6 

4.5 

4.4 

-0.1 

0.0 

-0.7 

-0.2 

0.0 

0.0 

-0.2 

-0.9 

0.7 

Lithuania 

-0.5 

-0.3 

-0.6 

-1.3 

-1.4 

-0.4 

0.2 

0.1 

0.3 

-0.3 

0.0 

-0.3 

Hungary 

10.7 

5.1 

1.8 

2.7 

-1.0 

5.8 

-0.1 

0.6 

0.2 

-0.9 

0.1 

-1.0 

Poland 

-4.0 

-5.8 

-0.8 

-5.2 

-5.6 

2.3 

-0.5 

0.7 

-0.3 

-0.8 

-0.2 

-0.6 

Romania 

2.5 

3.7 

3.9 

-0.4 

-0.5 

2.1 

-3.3 

0.0 

0.3 

-3.6 

0.0 

-3.5 

Sweden 

5.4 

8.3 

0.6 

-0.3 

-2.4 

0.3 

-3.2 

0.5 

0.0 

-3.7 

-0.4 

-3.3 


Source: ESCB. 


1) Deficit-debt adjustment re fers to a difference between the annual change in gross nominal Consolidated debt 
and the deficit as a percentage of GDP. A positive figure means that the increase in debt exceeds the deficit or 
that the reduction of debt is lower than the surplus. A negative figure means that the increase in debt is less 
than the deficit or that the reduction in debt is greater than the surplus. 

2) Other refers to transactions in derivatives and specific transactions explained in the text for each country 
individually. 


5.9.4 EXCHANGE RATES 


Article 3 of Protocol (No 13) on the convergence criteria referred to in Article 140(1) of 
the Treaty defines what is meant by the criterion on participation in the ERM of the 
European Monetary System. In a policy position dated 18 December 2003, the Governing 
Council of the ECB specified that this criterion refers to participation in ERM II for a 
period of at least two years prior to the convergence assessment without severe tensions, 
in particular without devaluing against the euro. 


The bilateral exchange rates of the Member States’ currencies vis-ä-vis the euro are daily 
reference rates recorded by the ECB at 2.15 p.m. (following the daily concertation 
procedure between central banks), which are published on the ECB ’s website. Real 
bilateral exchange rates are constructed by deflating the nominal exchange rate Index 
using the HICP or the CPI. Nominal and real effective exchange rates (EERs) are 
constructed by applying trade weights (based on a geometric weighting) to the bilateral 
nominal and real exchange rates of the Member States’ currencies vis-ä-vis the currencies 
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of selected trading partners. Both nominal and real EER statistics are calculated by the 
ECB. An increase in these indices corresponds to an appreciation of the Member State’s 
currency. Trade weights refer to trade in manufactured goods and are calculated to 
account for third-market effects. The EER indices are based on moving weights for the 
periods 1995-97, 1998-2000, 2001-03, 2004-06 and 2007-09. The EER indices are 
obtained by chain-linking the indicators based on each of these five sets of trade weights 
at the end of each three-year period. The base period of the resulting EER index is the first 
quarter of 1999. The group of trading partners comprises the euro area, non-euro area EU 
Member States, Australia, Canada, China, Hong Kong, Japan, Norway, Singapore, South 
Korea, Switzerland and the United States. 

5.9.5 LONG-TERM INTEREST RATES 

Article 4 of Protocol (No 13) on the convergence criteria referred to in Article 140(1) of 
the Treaty requires interest rates to be measured on the basis of long-term government 
bonds or comparable securities, taking into account differences in national defmitions. 
While Article 5 assigns the responsibility for providing the Statistical data for the 
application of the Protocol to the European Commission, the ECB, given its expertise in 
the area, assists in this process by defming representative long-term interest rates and 
collecting the data from the NCBs for transmission to the Commission. This is a 
continuation of the work carried out by the EMI as part of the preparations for Stage Three 
of EMU in close liaison with the Commission. 

The conceptual work resulted in the defmition of seven key features to be considered in 
the calculation of long-term interest rates, as presented in Table 7. Long-term interest rates 
refer to bonds denominated in national currency. 
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Table 7 Statistical framework for defining long-term Interest rates for the purpose of 
assessing convergence 

Concept 

Recommendation 

Bond issuer 

The bond should be issued by the central government. 

Maturity 

As close as possible to ten years’ residual maturity. Any replacement of 
bonds should minimise maturity drift; the structural liquidity of the market 
must be considered. 

Coupon effects 

No direct adjustment. 

Taxation 

Gross of tax. 

Choice of bonds 

The selected bonds should be sufficiently liquid. This requirement should 
determine the choice between benchmark or sample approaches, depending 
on national market conditions. 

Yield formula 

The “redemption yield” formula should be applied. 

Aggregation 

Where there is more than one bond in the sample, a simple average of the 
yields should be used to produce the representative rate. 


5.9.6 OTHER FACTORS 

The last paragraph of Article 140(1) of the Treaty States that the reports of the European 
Commission and the ECB shall take account of, in addition to the four main criteria, the 
results of the integration of markets, the Situation and development of the national balance 
of payments and an examination of the development of unit labour costs and other price 
indices. Whereas, for the four main criteria, Protocol (No 13) stipulates that the 
Commission will provide the data to be used for the assessment of compliance and 
describes those statistics in more detail, it makes no reference to the Provision of statistics 
for these “other factors”. 


As regards the results of the integration of markets, two sets of indicators are used, 
namely: i) statistics on financial development and integration referring to the structure of 
the financial System; and ii) statistics on (extemal) financial and non-fmancial 
integration with the euro area.^^ 

The data underlying the indicator conceming the debt securities issued by resident 
corporations are reported by the respective NCBs in accordance with the methodology set 
out in Guideline ECB/2007/9 of 1 August 2007 on monetary, financial institutions and 
markets statistics. The indicator relating to the stock market capitalisation re fers to 

Debt securities issued by resident corporations, stock market capitalisation, MFI credit to non- 
government residents and Claims of euro area MFIs on resident MFIs. 

37 

External trade and investment position with the euro area. 

OJ L 341, 27.12.2007, p. 1. 
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quoted shares issued by resident corporations following the methodology given in the 
same Guideline. 

The indicators concerning MFI credit to residents and Claims of euro area MFIs on 
resident MFIs are based on available data collected by the ECB as part of the MFI balance 
sheet statistics collection framework. The data is obtained from the countries under review 
and, for the latter indicator, also from the euro area countries covered by Regulation (EC) 
No 25/2009 of the European Central Bank of 19 December 2008 concerning the balance 
sheet of the monetary financial institutions sector (ECB/2008/32). Historical data is 
compiled by the relevant NCBs, where appropriate. For the indicators mentioned, the 
Statistical data relating to the euro area cover the countries that had adopted the euro at the 
time to which the statistics relate. 

The private sector debt and credit flow indicators are derived from the annual sector 
accounts reported by the national Statistical authorities under the ESA 95 Transmission 
Programme. Private sector debt includes amounts outstanding at the end of the year of 
Securities issued and loans taken out by the institutional sectors of non-fmancial 
corporations (NFCs) and households (including non-profit institutions serving households, 
or NPISH). The private sector debt-to-GDP ratio is defmed as the ratio of private sector 
debt to GDP at current market prices. Private sector credit flow includes annual 
transactions on securities issued and loans taken out by the institutional sectors of NFCs 
and households (including NPISH). The private sector credit flow-to-GDP ratio is defmed 
as the ratio of private sector credit flow to GDP at current market prices. Both private 
sector debt and private sector credit flow data are presented in Consolidated terms, i.e. data 
do not take into account transactions within the same sector. 

The total financial sector liabilities indicator is defmed as the year-on-year growth of the 
sum of all outstanding gross liabilities as classified in the ESA 95 Transmission 
Programme. The instruments comprising total financial sector liabilities are “currency and 
deposits”, “securities other than shares”, “loans”, “shares and other equity”, “Insurance 
technical reserves” and “other accounts payable”. The indicator is expressed in non- 
consolidated terms, i.e. it takes into account liabilities between units within the financial 
sector. 


OJL 15, 20.01.2009, p. 14. 
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With regard to the balance of payments and the international investment position, the 
statistics are compiled in accordance with the concepts and definitions laid down in the 
BPM5 and with methodological Standards set out by the ECB and Eurostat. This report 
examines the sum of the current account balance and the balance on the Capital account, 
which corresponds to the net lending/net borrowing of the total economy. In addition, it is 
worth noting that the distinction between current and Capital transfers is not always 
straightforward in practice, as it depends on the recipient’s use of the transfer. In 
particular, this applies to the Classification of the current and Capital components of 
transfers between EU institutions and EU Member States. 

As far as foreign trade statistics are concerned, Member States provide Eurostat with 
harmonised data according to the “community concepf ’ (i.e. for imports, the breakdown 
by trading partners is based on the country of consignment) and may therefore publish a 
different geographical breakdown at national level. 

With regard to producer price indices, these data refer to domestic sales of total industry 
excluding construction. The statistics are collected on a harmonised basis under the EU 
regulation concerning short-term statistics. 

Statistics on unit labour costs (calculated as compensation per employee divided by GDP 
chain-linked volumes per person employed) are derived from data provided under the 
ESA 95 Transmission Programme. 

Statistics on the harmonised unemployment rate (calculated as the number of unemployed 
over the labour force) take into account persons between the ages of 15 and 74. 


For more details, see European Union balance of payments/international investment position 
Statistical methods, ECB, Frankfurt am Main, May 2007. 

Council Regulation (EC) No 1165/98 of 19 May 1998 concerning short-term statistics (OJ L 
162, 5.6.1998, p. 1). 
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6 EXAMINATION OF COMPATIBILITY OF 
NATIONAL LEGISLATION WITH THE 
TREATIES 


The following country assessments report only on those provisions of national legislation 
which the ECB considered to be problematic from the perspective of their compatibility 
with provisions on the independence of NCBs in the Treaty (Article 130) and the Statute 
(Articles 7 and 14.2), provisions on confidentiality (Article 37 of the Statute), prohibitions 
on monetary fmancing (Article 123 of the Treaty) and privileged access (Article 124 of 
the Treaty), and the single spelling of the euro as required by EU law. They also cover the 
perspective of legal Integration of the NCBs into the Eurosystem (in particular as regards 
Articles 12.1 and 14.3 ofthe Statute).^ 

6.1 BULGARIA 

6.1.1 COMPATIBILITY OF NATIONAL LEGISLATION 

The following legislation forms the legal basis for EtjirapcKa Hapo^Ha 6aHKa (Bulgarian 
National Bank) and its operations: 

the Bulgarian Constitution,^ 

the Law on EtjirapcKa Hapo^Ha öauKa (Bulgarian National Bank) (hereinafter the 
“Law”).^ 

The Law on the prevention and ascertainment of conflicts of interest (hereinafter the “Law 
on the prevention of conflicts of interest”)'^ applies to public office holders. 


^ According to Section 2.2.2. 1 of this Convergence Report. 

^ Constitution of the Republic of Bulgaria, Darjaven vestnik issue 56, 13.7.1991. 

^ Law on B'bjirapCKa napoAna öanKa (Bulgarian National Bank), Darjaven vestnik issue 46, 
10.6.1997. 

Darjaven vestnik issue 94, 31.10.2008. 
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There have been no major changes in relation to the points identified in the ECB ’s 
Convergence Report of May 2012, and those comments are therefore repeated in this 
year’s assessment. 

6.1 .2 INDEPENDENCE OF THE NCB 

With regard to the independence of EtjirapcKa Hapo^na öanKa (Bulgarian National Bank), 
the Law and the Law on the prevention of conflicts of Interests need to be adapted as set 
out below. 

6.1. 2.1 INSTITUTIONAL INDEPENDENCE 

Article 44 of the Law prohibits the Council of Ministers and other bodies and institutions 
from giving instructions to EtjirapcKa napoAna öanKa (Bulgarian National Bank), the 
Governor or the members of the Governing Council. It further prohibits E-tjirapcKa 
napoAHa öanKa (Bulgarian National Bank), its Governor and the members of its 
Governing Council from seeking or taking instructions from the Council of Ministers or 
from any other body or institution. The ECB understands that the Provision encompasses 
both national and foreign institutions in line with Article 130 of the Treaty and Article 7 of 
the Statute. For legal certainty reasons, at the first opportunity, this Provision should be 
brought fully into line with Article 130 of the Treaty and Article 7 of the Statute. 

6.1. 2.2 PERSONAL INDEPENDENCE 

Article 14(1) of the Law lists the grounds for dismissal of the members of the Governing 
Council, according to which the National Assembly or Bulgaria’s President may relieve a 
member of the Governing Council from office, including the Governor, if they: (i) no 
longer fulfil the conditions required for the performance of their duties under Article 
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1 1(4);^ (ii) are in practice unable to perform their duties for more than six months; or (iii) 


have been guilty of serious Professional misconduct. 

The first sub-paragraph of Article 14(1) of the Law cross-refers to the conditions of 
appointment and election in Article 11(4). To avoid any circumvention of the conditions 
for dismissal of Governors as established by Article 14.2 of the Statute, the first sub- 
paragraph of Article 14(1) of the Law should only foresee conditions that are objective, 
clearly defined and linked to the performance of duties of the members of the Governing 
Council. Therefore, this Provision needs to be revised so that it mirrors the wording of 
Article 14.2 of the Statute. 

The second sub-paragraph of Article 14(1) of the Law is in addition to the two grounds for 
dismissal provided for in Article 14.2 of the Statute. The third sub-paragraph narrows the 
concept of “serious misconduct” in Article 14.2 of the Statute to “serious Professional 
misconduct”. Article 14(1) of the Law needs to be adapted further in these respects to 
fully comply with Article 14.2 of the Statute. 

The Law on the prevention of conflicts of Interests provides that breach of its provisions 
and the existence of a conflict of Interests are grounds for dismissal of the Governor, 
Deputy Governors and the other members of the Governing Council of BtjirapcKa 
uapoAHa öaHKa (Bulgarian National Bank). Thus, the Law on the prevention of conflicts 
of interests specifies grounds for dismissal that are in addition to the two grounds 
contained in Article 14.2 of the Statute. Therefore, the Law on the prevention of conflicts 
of interests is incompatible with the Treaty and the Statute and needs to be brought into 
line with them.^ 


^ Under Article 1 1(4) of the Law, a member of the Governing Council, including the Governor, 
may not: (i) be sentenced to imprisonment for a premeditated crime; (ii) declared bankrupt in 
their capacity as sole proprietor or general partner in a commercial Company; (iii) have been a 
member of a managing or supervisory body of a Company or cooperative in the two years prior 
to the said Company or cooperative being declared insolvent; (iv) be sole proprietor, unlimited 
liability partner in a trading Company, manager, trade proxy, trade representative, procurator, 
trade agent, liquidator or receiver, member of a management or Controlling body of a trade 
Company or a cooperative, with the exception of Companies where Bi>jirapCKa napOAna öanKa 
(Bulgarian National Bank) participates; (v) be a spouse of, live with, be a relative in direct or 
lateral line up to and including the fourth degree, or be connected by marriage up to and 
including the second degree to a member of the Governing Council. 

® See also OpinionCON/2009/13. 
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Article 14(2) of the Law provides that if the duties of a Governing Council member cease 
before the expiry of the member’ s term of office, another person will be elected or 
appointed for the remainder of the term of office. Article 14(2) of the Law is incompatible 
with Article 14.2 of the Statute establishing a minimum term of office of five years and 
should be adapted accordingly. 

The Law is silent on the right of national courts to review a decision to dismiss any 
member, other than the Governor, of B-tjirapcKa napoAna 6aHKa (Bulgarian National 
Bank) decision-making bodies, who is involved in the performance of ESCB-related tasks. 
Even though this right may be available under general law, providing specifically for such 
a right of review could increase legal certainty. 

Article 12(1) and (2) of the Law provide for the National Assembly’s powers to elect the 
Governor and the Deputy Governors of B-tjirapcKa napoAna öanKa (Bulgarian National 
Bank). In a 2009 case, the National Assembly claimed and acted upon the claim that it has 
the power to annul or amend its previous decisions, including decisions concerning the 
election of the Governor and Deputy Governors of B-LnrapcKa napoAna öanKa (Bulgarian 
National Bank) taken under Article 12(1) and (2) of the Law. In practice, any proper 
election or appointment of members of an NCB’s decision-making body should enable 
them to assume office following their election. Once elected or appointed, the Governor 
and the other members of the Governing Council of B^jirapcKa napoAna öanKa (Bulgarian 
National Bank) may not be dismissed under conditions other than those mentioned in 
Article 14.2 of the Statute, even if they have not yet taken up their duties. Therefore, 
taking the above-mentioned case into account, the ECB reiterates that the Law should be 
revised to mirror the wording of Article 14.2 of the Statute and to provide specifically for 
a right of review of decisions removing members of B^jirapcKa napoAna öanKa (Bulgarian 
National Bank) decision-making bodies from office. 

6.1.3 CONFIDENTIALITY 

Article 4(2) of the Law provides that B^jirapcKa Hapo^na öanKa (Bulgarian National 
Bank) may not disclose or pass to third parties any Information obtained which is of a 
confidential banking or commercial nature for banks and the other participants in the 
money turnover and credit relations, except in the cases provided for by the Law on the 
protection of classified information. Under Article 23(2) of the Law, the employees of 
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B-tjirapcKa HapoAua dauxa (Bulgarian National Bank) may not disclose any Information 
concerning negotiations, contracts entered into, the level of assets on customers’ deposits 
and their operations, information received by B-tjirapcKa Hapo^Ha dauxa (Bulgarian 
National Bank), as well as any circumstances concerning the activities of B^jirapcKa 
uapoAHa öaHKa (Bulgarian National Bank) or its customers which constitute official, 
Banking, commercial or other secrecy protected by law, even after the termination of their 
contracts of employment. Under Article 37 of the Statute, Professional secrecy is an 
ESCB-wide matter. Therefore, the ECB assumes that Articles 4(2) and 23(2) of the Law 
are without prejudice to the confidentiality obligations towards the ECB and the ESCB. 

6.1.4 MONETARY FINANCING AND PRIVILEGED ACCESS 

Article 45(1) of the Law provides that B^jirapcKa Hapo^Ha öauKa (Bulgarian National 
Bank) may not grant credits or guarantees in any form whatsoever, including through the 
purchase of debt instruments, to the Council of Ministers, municipalities, or to other 
government or municipal institutions, organisations and undertakings. Pursuant to Article 
45(2) of the Law, this does not apply to the extension of credits to state-owned and 
municipal Banks in emergency cases of liquidity risk that may affect the stability of the 
Banking System. Article 45(1) and (2) of the Law need to be adjusted to be fully consistent 
with the Treaty. In particular, the ränge of public sector entities referred to in Article 45(1) 
of the Law needs to be extended to include central governments, regional, local or other 
public authorities, public undertakings and bodies governed by public law of other 
Member States and EU institutions and bodies to fully mirror the wording of Article 123 
of the Treaty. Moreover, Article 45(1) of the Law needs to be slightly redrafted to ensure 
that it accurately reflects the prohibition of monetary fmancing to cover both (a) lending 
‘to’ the ränge of public sector entities; and (b) purchases of debt instruments ‘from’ the 
ränge of public sector entities. 

The Prohibition of monetary fmancing prohibits the direct purchase of public sector debt, 
but such purchases in the secondary market are allowed, in principle, as long as such 
secondary market purchases are not used to circumvent the objective of Article 123 of the 
Treaty. For this reason the word ‘direcf should be inserted in Article 45(1) of the Law. 

Furthermore, while acknowledging the particularities arising out of the currency-board 
regime, i.e. prohibition on B^jirapcKa Hapo^Ha dauxa (Bulgarian National Bank) 
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extending credit to credit institutions other than in the context of emergency liquidity 
operations, it is recommended that the scope of the exemption addressed to publicly- 
owned credit institutions is brought into line with the scope of the exemption under the 
Treaty. Such alignment would certainly be mandatory on the introduction of the euro in 
Bulgarin. 

6.1 .5 LEGAL INTEGRATION OF THE NCB INTO THE EUROSYSTEM 

With regard to the legal Integration of EtjirapcKa napoAna öanKa (Bulgarian National 
Bank) into the Eurosystem, the Law needs to be adapted in the respects set out below. 

6.1. 5.1 TASKS 

Monetary policy 

Article 2(1) and Article 3, Article 16, items 4 and 5 and Articles 28, 30, 31, 32, 35, 38, 41 
and 61 of the Law, which provide for the powers of Etjirapcxa napoAna öanKa (Bulgarian 
National Bank) in the field of monetary policy and instruments for the implementation 
thereof, do not recognise the ECB ’s powers in this field. 

Article 33 of the Law, which empowers Etjirapcxa napoAna 6aHKa (Bulgarian National 
Bank) to enter into certain financial transactions, also falls to recognise the ECB ’s powers 
in this field. 

Collection of statistics 

Article 4(1) and Article 42 of the Law, which provide for the powers of E-tjirapcKa 
napoAHa 6aHKa (Bulgarian National Bank) relating to the collection of statistics, do not 
recognise the ECB ’s powers in this field. 

Official foreign reserve management 

Article 20(1) and Articles 28, 31 and 32 of the Law, which provide for the powers of 
Etjirapcxa Hapo^na 6aHKa (Bulgarian National Bank) with regard to the management of 
official foreign reserves, do not recognise the ECB ’s powers in this field. 
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Payment Systems 

Articles 2(4) and 40(1) of the Law, which provide for the powers of EtjirapcKa Hapo^Ha 
öauKa (Bulgarian National Bank) with regard to the promotion of the smooth Operation of 
payment Systems, do not recognise the ECB ’s powers in this field. 

Issue of banknotes 

Article 2(5), Article 16, item 9, and Articles 24 to 27 of the Law, which provide for the 
powers of B'bjirapcKa Hapo^Ha öauKa (Bulgarian National Bank) with regard to the issue 
of banknotes and coins, do not recognise the Council’ s and the ECB ’s powers in this field. 

6.1. 5.2 FINANCIAL PROVISIONS 

Appointment of independent auditors 

Article 49(4) of the Law, which provides that the extemal auditor is appointed by the 
Governing Council for a term of three years on the basis of a procedure complying with 
the Law on public procurement, does not recognise the Council’ s and the ECB ’s powers 
under Article 27.1 of the Statute. 

Financial reporting 

Article 16, item 11 and Articles 46 and 49 of the Law do not reflect the Obligation to 
comply with the Eurosystem’ s regime for financial reporting of NCB operations, pursuant 
to Article 26 of the Statute. 

6.1. 5.3 EXCHANGE RATE POLICY 

Articles 28, 31, 32 of the Law, which provide for the powers of EtjirapcKa uapoAua öauKa 
(Bulgarian National Bank) with regard to the exchange rate policy, do not recognise the 
Council’s and the ECB’s powers in this field. 

6.1. 5.4 INTERNATIONAL COOPERATION 

Article 5, Article 16, item 12 and Article 37(4) of the Law, which provide for the powers 
of EtjirapcKa Hapo^Ha öauKa (Bulgarian National Bank) with regard to international 
Cooperation, do not recognise the ECB’s powers in this field. 


6.1.5.5MISCELLANEOUS 

Articles 61 and 62 of the Law do not recognise the ECB’s powers to impose sanctions. 
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6.1.6 CONCLUSIONS 

The Law and the Law on the prevention of conflicts of interest do not comply with all the 
requirements for central bank independence, the monetary fmancing prohibition, and legal 
Integration into the Eurosystem. Bulgarin is a Member State with a derogation and must 
therefore comply with all adaptation requirements under Article 131 of the Treaty. 


6.2 CZECH REPUBLIC 

6.2.1 COMPATIBILITY OF NATIONAL LEGISLATION 

The following legislation forms the legal basis for Ceskä närodni banka and its operations: 
the Czech Constitution/ 

the Law on Ceskä närodni banka (hereinafter the “Law”).^ 


This year’s assessment takes into account the relevant amendments made to the Law by 
Law No 227/2013 Coli, amending Law No 6/1993 Coli, on Ceskä närodni banka and other 
related laws.^ In relation to the points identified in the ECB ’s Convergence Report of May 
2012 which were not addressed by the above amendment, the comments made in that 
report are largely repeated. 

6.2.2 INDEPENDENCE OF THE NCB 


With regard to Ceskä närodni banka’ s independence, the Law needs to be adapted in the 
respects set out below. 


6.2.2.1 FUNCTIONAL INDEPENDENCE 

Article 2(1) of the Law provides that in addition to the primary objective of price stability, 
Ceskä närodni banka’ s objective is “to ensure financial stability and the safe and sound 


^ Constitutional law No 1/1993 Coli. 
^ Law No 6/1993 Coli. 
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Operation of the financial System in the Czech Republic”. In line with Article 127(1) of the 
Treaty, the secondary objective of Ceskä närodni banka should be stated to be without 
prejudice to Ceskä närodni banka’ s primary objective of maintaining price stability. 

6.2.2.2 INSTITUTIONAL INDEPENDENCE 

Article 3 of the Law obliges Ceskä närodni banka to submit a report on monetary 
development to the Chamber of Deputies at least twice a year for review; the Law also 
provides for an optional extraordinary report to be prepared pursuant to a Chamber of 
Deputies resolution. The Chamber of Deputies has the power to acknowledge the report or 
ask for a revised report; such a revised report must comply with the Chamber of Deputies’ 
requirements. These parliamentary powers could potentially breach the prohibition on 
giving instructions to NCBs pursuant to Article 130 of the Treaty and Article 7 of the 
Statute. 

In addition, Article 47(5) of the Law requires Ceskä närodni banka to submit a revised 
report if the Chamber of Deputies rejects its annual financial report. This revised report 
must comply with the Chamber of Deputies’ requirements. Such parliamentary powers 
breach the prohibition on approving, annulling or deferring decisions. Article 3 and 
Article 47(5) of the Law are therefore incompatible with central bank independence and 
should be adapted accordingly. 

Further, Article 130 of the Treaty and Article 7 of the Statute are partially mirrored in the 
Law. Article 9(1) of the Law expressly prohibits Ceskä närodni banka and its Board from 
seeking or taking instructions from the President of the Republic, from Parliament, from 
the Government, from administrative authorities of the Czech Republic, from the bodies, 
institutions or other entities of the European Union, from governments of the Member 
States or from any other body, but it does not expressly prohibit the Government from 
seeking to influence the members of Ceskä närodni banka’ s decision-making bodies in 
situations where this may have an impact on Ceskä närodni banka’ s fulfilment of its 
ESCB-related tasks. In this respect the Law needs to be adapted to be fully consistent with 
Article 130 of the Treaty and Article 7 of the Statute. 

Pursuant to Law No 166/1993 Coli, on the Supreme Audit Office (hereinafter the “NKU 
Law”), the Supreme Audit Office (NKU) is empowered to audit Ceskä närodni banka’ s 
financial management as regards its operating expenditure and expenditure for the 
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purchase of property. The ECB understands that: (i) the NKU’s auditing powers in 
relation to Ceskä närodni banka are without prejudice to Article 9 of the Law, which 
concerns the general prohibition on Ceskä närodni banka seeking or taking instructions 
from other entities; and (ii) the NKU has no power to interfere with either the external 
auditors’ opinion or with Ceskä närodni banka’ s ESCB-related tasks. 

In so far as this understanding is correct, the NKU’s auditing powers vis-ä-vis Ceskä 
närodni banka are not incompatible with central bank independence. 

6.2.2.3 PERSONAL INDEPENDENCE 

The Law, in particular Article 6, no longer re fers to the Governor’ s right in case of 
dismissal to seek a remedy before the Court of Justice of the European Union in 
accordance with Article 14.2 of the Statute. The ECB understands that although the Law is 
now silent on the Jurisdiction of the Court of Justice of the European Union to hear cases 
with regard to decisions to dismiss the Governor, Article 14.2 of the Statute applies. 

The Law is also silent on the right of national courts to review a decision to dismiss any 
member, other than the Governor, of Ceskä närodni banka’ s Board who is involved in the 
performance of ESCB-related tasks. Even though this right may be available under 
general law, providing specifically for such a right of review could increase legal 
certainty. 

6.2.2.4 FINANCIAL INDEPENDENCE 

Ceskä närodni banka is faced with accumulated losses beyond the level of its Capital and 
reserves, which have been carried over for several years. A negative Capital Situation may 
adversely affect an NCB’s ability to perform its ESCB-related tasks as well as its national 
tasks. In order to comply with the principle of financial independence and with a view to 
the fiiture adoption of the euro, Ceskä närodni banka should be provided with an 
appropriate amount of Capital within a reasonable period of time so as to comply with the 
principle of financial independence. 

6.2.3 CONFIDENTIALITY 

The NKU Law does not fully respect the provisions of Article 37 of the Statute 
concerning Professional secrecy. Under Article 4(2) of the NKU Law, matters under 
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investigation are subject to NKU’s audit, regardless of the type or degree of secrecy 
involved. The auditors are generally obliged to maintain confidentiality;^^ however, the 
NKU’s President may release such persons from the duty of confidentiality “on the 
grounds of important State interest”, which is not further defined. A safeguard clause 


should be inserted into the NKU Law so that any such requirement on the part of Ceskä 


närodni banka employees and Board members to disclose confidential Information to the 
NKU is without prejudice to Article 37 of the Statute. 

6.2.4 MONETARY FINANCING AND PRIVILEGED ACCESS 

Article 34a of the Law on CNB aims at addressing defects highlighted in the ECB ’s 
Convergence Report in relation to the prohibition on monetary fmancing, but fails to 
provide for an exception to the monetary fmancing prohibition in favour of publicly 
owned credit institutions in the context of the supply of reserves. Article 34a(2) of the 
Law provides instead for an exception with reference to “publicly owned banks, foreign 
banks and credit unions”. Article 34a(2) of the Law should be amended to reflect the text 
of Article 123(2) of the Treaty accordingly. 

6.2.5 LEGAL INTEGRATION OF THE NCB INTO THE EUROSYSTEM 

With regard to Ceskä närodni banka’ s legal Integration into the Eurosystem, the Law and 
Law No 2/1969 Coli., establishing ministries and other central administrative bodies of the 
Czech Republic (hereinafter the “Law on competences”) need to be adapted as set out 
below. 

6.2.5.1 ECONOMIC POLICY OBJECTIVES 

Article 2(1) of the Law, the last sentence of which provides that without prejudice to its 
primary objective, Ceskä närodni banka shall Support the general economic policies of the 
Government leading to sustainable economic growth and the general economic policies in 
the EU with a view to contributing to the achievement of the objectives of the EU, is not 
fully compatible with Article 127(1) of the Treaty and Article 2 of the Statute. The Law 
should make it clear that the objective of financial stability and the objective of supporting 
the general economic policies of the Government leading to sustainable growth are 


Article 22(2)(f)ofthe NKU Law. 
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subordinate not only to the primary objective of price stability as specified in Section 

6.2.2. 1 but also to the secondary objective of the ESCB. 

6.2.5.2 TASKS 

Monetary policy 

Article 2(2)(a), Article 5(1) and Part Five (namely Articles 23 to 26) of the Law, which 
provide for Ceskä närodni banka’s powers in the field of monetary policy and instruments 
for the implementation thereof, do not recognise the ECB ’s powers in this field. 

Articles 28, 29, 32 and 33 of the Law, which empower Ceskä närodni banka to enter into 
certain financial transactions, also fall to recognise the ECB ’s powers in this field. 

Official foreign reserve management 

Article 35(c) and Articles 36 and 47a of the Law, which provide for Ceskä närodni 
banka’s powers relating to foreign reserve management, do not recognise the ECB ’s 
powers in this field. Article 4(1) of the Law on competences, according to which the 
Ministry of Finance is the central administrative body for, inter alia, “foreign exchange 
affairs including the State’ s Claims and obligations towards foreign entities” does not 
recognise the ECB ’s powers in this field. 

Payment Systems 

Article 38 and Article 38a of the Law, which provide for Ceskä närodni banka’s powers 
relating to the smooth Operation of payment Systems, do not recognise the ECB ’s powers 
in this field. Article 4(1) of the Law on competences, according to which the Ministry of 
Finance is the central administrative body for, inter alia, “payments Systems”, does not 
recognise the ECB ’s powers in this field. 

Issue of banknotes 

Article 2(2)(b) of the Law, which empowers Ceskä närodni banka to issue banknotes and 
coins, and Part Four of the Law, namely Articles 12 to 22 of the Law, which specify 
Ceskä närodni banka’s powers in this field and the related implementing instruments, do 
not recognise the Council’ s and the ECB ’s powers in this field. 
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6.2.5.3 FINANCIAL PROVISIONS 

Appointment of independent auditors 

Article 48(2) of the Law, which provides that Ceskä närodm banka’s annual financial 
Statements are audited by auditors selected on the basis of an agreement between Ceskä 
närodm banka’s Board and the Minister for Finance, does not recognise the Council’s and 
the ECB’s powers under Article 27.1 of the Statute. 

Financial reporting 

Article 48 of the Law does not reflect Ceskä närodm banka’s Obligation to comply with 
the Eurosystem’ s regime for financial reporting of NCB operations, pursuant to Article 26 
of the Statute. 

6.2.5.4 EXCHANGE RATE POLICY 

Article 35 of the Law, which authorises Ceskä närodni banka to conduct exchange rate 
policy, does not recognise the Council’s and the ECB’s powers in this field. Article 4 of 
the Law on competences also falls to recognise the Council’s and the ECB’s powers in 
this field. 

6.2.5.5 INTERNATIONAL COOPERATION 

Article 2(3) of the Law, which empowers Ceskä närodm banka to cooperate and negotiate 
agreements with the central banks of other countries and international financial 
institutions, does not recognise the ECB’s powers in this field. 

6.2.5.6 MISCELLANEOUS 

Article 37 of the Law, which provides for the respective legislative powers of Ceskä 
närodm banka and the Ministry of Finance in areas relating, inter alia, to currency, the 
circulation of money, the financial market, the adoption of the euro in the Czech Republic, 
the payment System, foreign exchange management, and the Status, competence, 
Organisation and activities of Ceskä närodm banka, does not recognise the Council’s and 
the ECB’s powers in this field. 

Article 43e of the Law requires Ceskä närodm banka to “ensure on-going protection of 
confidential Statistical Information obtained on the basis of this Law [...] so that such 
Information is used for Statistical purposes only”. While Article 43f(l)(a) of the Law 
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expressly allows Ceskä närodni banka to provide confidential Statistical information to 
another member of the ESCB to the extent and at the level of detail necessary to perform 
ESCB tasks, in compliance with Article 8(4)(a) of Council Regulation (EC) No 2533/98/^ 
Article 43e of the Law should be redrafted so as not to contradict Article 43f(l)a of the 
Law. 

Article 46a of the Law, which sets out the sanctions against third parties which fall to 
comply with their Statistical obligations, does not recognise the Council’ s and the ECB ’s 
powers to impose sanctions. 

6.2.6 CONCLUSIONS 

The Law, the NKU Law and the Law on competences do not comply with all the 
requirements for central bank independence, confidentiality, the monetary fmancing 
Prohibition and legal Integration into the Eurosystem. The Czech Republic is a Member 
State with a derogation and must therefore comply with all adaptation requirements under 
Article 131 of the Treaty. 


6.3 CROATIA 

6.3.1 COMPATIBILITY OF NATIONAL LEGISLATION 

The following legislation forms the legal basis for Hrvatska narodna banka and its 
operations: 

- the Croatian Constitution,^^ 

- the Law on Hrvatska narodna banka (hereinafter the “Law”). 
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Council Regulation (EC) No 2533/98 of 23 November 1998 concerning the collection of 
Statistical information by the European Central Bank (OJ L 3 1 8, 27. 1 1 .1998, p. 8). 

Constitution of the Republic of Croatia, Consolidated text, OG 85/2010. 

Law on Hrvatska narodna banka OG 75/2008 of 01 July 2008. Amendments to the Law on 
Hrvatska narodna banka OG 54/2013 of 7 May 2013. 
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6.3.2 INDEPENDENCE OF THE NCB 

With regard to Hrvatska narodna banka’s institutional independence, the Law needs to be 
adapted as set out below. 

6.3.2.1 INSTITUTIONAL AND PERSONAL INDEPENDENCE 

Article 71 of the Law partially mirrors Article 130 of the Treaty and Article 7 of the 
Statute. In particular Article 71(2) of the Law does not expressly prohibit the Croatian 
Government from seeking to influence the members of Hrvatska narodna banka’s 
decision-making bodies in the performance of their tasks. In this respect the Law needs to 
be adapted to be fully consistent with Article 130 of the Treaty and Article 7 of the 
Statute. 

6.3.3 LEGAL INTEGRATION OF THE NCB INTO THE EUROSYSTEM 

With regard to the legal Integration of Hrvatska narodna banka into the Eurosystem, the 
Law needs to be adapted in the respects set out below. 

6.3.3.1 INTERNATIONAL COOPERATION 

Pursuant to Article 104(1 1) of the Law, the Hrvatska narodna banka’s Council decides on 
Hrvatska narodna banka’s membership of international institutions and organisations. The 
ECB understands that this power of the Hrvatska narodna banka’s Council is without 
prejudice to the ECB ’s powers under Article 6(1) of the Statute. 

6.3.4 CONCLUSIONS 

The Law does not comply with all the requirements for central bank independence. 
Croatia is a Member State with a derogation and must therefore comply with all 
adaptation requirements under Article 13 1 of the Treaty. 
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6.4 LITHUANIA 

6.4.1 COMPATIBILITY OF NATIONAL LEGISLATION 

The following legislation forms the legal basis for Lietuvos bankas and its operations: 

- the Lithuanian Constitution, 

- the Law on Lietuvos bankas (hereinafter the “Law”). 

On 24 January 2014 the Lithuanian Constitutional Court declared certain amendments 
made in 2006 to Article 125 of the Lithuanian Constitution to be unconstitutional as the 
legislative procedure followed for the adoption of these amendments was not in 
accordance with the Lithuanian Constitution.^^ The amendments made in 2006 had 
brought the Lithuanian Constitution in line with the Treaties as regards the legal Status of 
the Chair of the Board of Lietuvos bankas and the right to issue currency. However, in its 
ruling of 24 January 2014, the Constitutional Court observed that despite the fact that the 
amendments to Article 125 of the Constitution were unconstitutional, this did not mean 
that the previous Version of Article 125 re-entered into force, and interpreted the 
Constitution in a way that it is compatible with the Treaty, as explained below under 
Section 6.4.2. 1 Personal independence. 

The Law on Lietuvos bankas has been amended once since the ECB ’s Convergence 
Report of May 2012.^^ The Law of 23 January 2014 amended the Law to address Treaty 
and Statute requirements in respect of Lietuvos bankas’ independence. It entered into 
force on 31 January 2014. 
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Lietuvos Respublikos Konstitucija, adopted by the referendum of 25 October 1992, Valstybes 
zinios, 30.1 1.1992, No 33-1014. 

Lietuvos Respublikos Lietuvos banko [statymas Law No 1-678 of 1 December 1994, Valstybes 
zinios, 23.12.1994, No 99-1957. 

Lietuvos Respublikos Konstitucinio Teismo nutarimas del Lietuvos Respublikos Konstitueijos 
125 straipsnio pakeitimo [statymo, Lietuvos Respublikos Seimo statuto 170 straipsnio (...) 
atitikties Lietuvos Respublikos Konstitueijai, Leises aktif. registras, 24.01.2014, No 2014-00478. 
Lietuvos Respublikos Lietuvos banko [statymo Nr. 1-678 1 straipsnio pakeitimo [statymas. 
Leises aktif. registras, 30.01.2014, No 2014-00716 and Lietuvos Respublikos Lietuvos banko 
[statymo [...] Nr. X-569 1 straipsnio pakeitimo [statymas, Leises aktif registras, 30.01.2014, No 
2014-00713. 
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In addition, the Law on the State Audit Office has been amended by the law of 23 January 
2014, in light of the ECB ’s Convergence Report of May 2012 and opinions adopted by the 
ECB.^^ This amendment entered into force on 31 January 2014.^^ 

As far as other legislation is concerned, the ECB is not aware of any other statutory 
provisions which require adaptation under Article 13 1 of the Treaty. 

6A2 INDEPENDENCE OF THE NCB 

As regards the personal independence of the Chair of the Board of Lietuvos bankas, the 
Constitutional Court has recently delivered a ruling conceming certain provisions of the 
Constitution (see below under Section 6.4.2. 1 Personal independence). 

In relation to Lithuanian legislation which the ECB considered to be problematic from the 
perspective of Lietuvos bankas’ independence in the ECB’s Convergence Report of May 
2012 and in certain ECB opinions, the Law and the Law on the State Audit Office were 
adapted to address all the issues set out in the paragraphs below. 

6.4.2.1 PERSONAL INDEPENDENCE 

Before the ruling of the Lithuanian Constitutional Court of 24 January 2014, the second 
Paragraph of Article 125 of the Constitution, as amended on 25 April 2006, read as 
follows: “The procedure for the Organisation and activities of Lietuvos bankas, its powers 
and the legal Status of the Chair of the Board of Lietuvos bankas as well as the grounds for 
his/her dismissal shall be established by law.” 

The amendments of 25 April 2006 aimed to remove incompatibilities with the Treaty. 
They revoked Lietuvos bankas’ s exclusive right to issue “currency” and clarified that the 
legal basis for the grounds for dismissal of the Chair of the Board of Lietuvos bankas is 
set out in the Law. 

Articles 75 and 84(13) of the Constitution, according to which the Parliament could 
remove officials appointed or chosen by the Parliament, including the Chair of the Board 

See Opinions CON/2009/77 and CON/20 13/85. 

With the exception of a Provision relating to the integration of Lithuania into the Eurosystem, 
which will enter into force on the date when the Council abrogates Lithuania ’s derogation. 

See Opinions CON/2010/42, CON/201 1/91, CON/201 1/99 and CON/2013/85. 
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of Lietuvos bankas, by a majority vote of all members of no confidence in the officials in 
question, had been considered by the ECB in its Convergence Report of 2004 to be 
incompatible with Article 14.2 of the Statute as a ground for dismissal of the Chair of the 
Board of Lietuvos bankas. The Constitution was accordingly adapted by the amendments 
of 25 April 2006. 

In its Convergence Report of May 2006 the ECB noted that the Law amending Article 125 
of the Constitution addressed the issue by providing that the grounds for dismissal of the 
Chair of the Board of Lietuvos bankas were established by the Law. 

In its ruling of 24 January 2014, the Constitutional Court elaborated on the legal 
consequences arising therefrom. The Court observed that despite the fact that the 
amendments to Article 125 of the Constitution were unconstitutional, this did not mean 
that the previous Version of Article 125 re-entered into force. Accordingly, the 
Constitution did not provide for the exclusive right of Lietuvos bankas to issue 
“currency”. Moreover, although the Parliament was constitutionally empowered to 
legislate for the regulation of Lietuvos bankas’ activities (inter alia, the procedure for its 
Organisation and competences) and the legal Status of the Chair of the Board of Lietuvos 
bankas (including the grounds for his/her dismissal), the Parliament was obliged to respect 
the constitutional Status of Lietuvos bankas, according to which some of Lietuvos bankas’ 
competences were entrusted to the ECB, and the role of Lietuvos bankas as a part of the 
ESCB. Furthermore, the principle of pacta sunt servanda enshrined in the first paragraph 
of Article 135 of the Constitution, based on the constitutional commitment of Lithuania to 
become a fully-fledged EU Member State (inter alia through participation in EMU) 
implied application of the relevant guarantees of independence to Lietuvos bankas and the 
Chair of the Board of Lietuvos bankas. 

The Constitutional Court also clarified that in view of the specific Status of Lietuvos 
bankas as part of the ESCB and the guarantees of its independence which arise therefrom, 
the constitutional power of the President of Lithuania to propose to the Parliament a vote 
of no confidence in the Chair of the Board of Lietuvos bankas “can only be related to the 
circumstances, by the nature of which the Chair of the Board is not entitled to hold the 
Office at all”. Therefore, according to the Constitutional Court, the legislature was obliged 
to adopt legislation providing that Lietuvos bankas ceased to have exclusive competence 
to issue currency from the date of adoption of the euro in Lithuania and to set grounds for 
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dismissal of the Chair of the Board of Lietuvos bankas which related only to the non- 
fulfilment of the conditions required to perform his/her duties or to serious misconduct. 

The ECB notes that both aspects are addressed in Articles 6 and 12 of the Law 
respectively. 

Although Articles 75 and 84(13) of the Constitution might now apply to the Chair of the 
Board of Lietuvos bankas, according to the Constitutional Court’ s ruling of 24 January 
2014 Article 84(13) of the Constitution is to be interpreted in light of the constitutional 
commitment of Lithuania to become a fully-fledged Member State (inter alia through 
participation in EMU) implying application of the relevant independence guarantees to 
Lietuvos bankas and the Chair of the Board of Lietuvos bankas, as provided by the Treaty. 

According to the second paragraph of Article 107 of the Constitution, the Constitutional 
Court’ s rulings are final and are not subject to appeal. The Court’ s case law has confirmed 
that “Article 107 of the Constitution prohibits establishing by means of later adopted laws 
and other legal acts any such legal regulation that is incompatible with the meaning of the 
provisions of the Constitution laid down in the legal acts of the Constitutional Court”. 
Furthermore, only the Constitutional Court has the power to provide an official 
Interpretation of the Constitution, which interpretation is binding on all state institutions.^^ 
Based on these rulings, the ECB understands that the Court’ s case law is official 
constitutional doctrine with the same legal Status as the Constitution itself 


Lietuvos Respublikos Konstitucinio Teismo nutarimas del Lietuvos Respublikos Seimo rinkimii 
[statymo 2 straipsnio 5 dalies (2012 m. kovo 22 d. redakeija) atitikties Lietuvos Respublikos 
Konstitucijai, Valstybes zinios, 08.09.2012, No 105-5330. 

Lietuvos Respublikos Konstitucinio Teismo nutarimas del Lietuvos Respublikos Konstitucinio 
Teismo [statymo 1 straipsnio pavadinimo „ Konstitucinis Teismas - teismine institucija “ ir sio 
straipsnio 3 dalies atitikties Lietuvos Respublikos Konstitucijai, Valstybes zinios, 10.06.2006, 
No 65-2400. 

Legal doctrine on the legal Status of rulings of the Constitutional Court is consistent with this 
interpretation. 
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Finally, in this regard, the ECB notes that pursuant to mlings of the Constitutional Court 
of 24 January 2003^"^ and 20 February 2013,^^ and a decision of the Constitutional Court 
of 16 January 2014,^^ a vote of no confidence under Article 75 of the Constitution 
involves a special parliamentary procedure and a ground for the dismissal of officials. The 
ECB understands that the aforesaid rulings and decision are to be interpreted in light of 
the Constitutional Court’ s ruling of 24 January 2014. Therefore, a removal from office of 
the Chair of the Board of Lietuvos bankas by way of this special parliamentary procedure 
of vote of no confidence by the Members of Parliament on the basis of Articles 75 and 
84(13) of the Constitution, if applied at all to the Chair of the Board of Lietuvos bankas, 
could be based solely on one of the two grounds for dismissal provided by Article 14.2 of 
the Statute (as reflected in Article 12 of the Law). On the basis of this understanding, the 
Constitution is compatible with the Treaty and the Statute. Nevertheless, for clarity 
reasons, the ECB recommends that at an opportune time in the future Lithuanian 
legislation is clarified in this respect. 

6 A2.2 FINANCIAL INDEPENDENCE 

The ECB ’s Convergence Report of May 2012 noted in relation to Article 14(4) of the Law 
on the State Audit Office^^ that the scope of control by the State Audit Office should, for 
legal certainty reasons, be clearly defmed by the legislation and should be without 
prejudice to the activities of Lietuvos bankas’ independent external auditors. It further 
noted that the Law on the State Audit Office needed to be adapted in this respect. 
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Lietuvos Respublikos Konstitucinio Teismo nutarimas del Lietuvos Respublikos prokuratüros 
[statymo 11 straipsnio 4 dalies 9 punkto (2000 m. lapkricio 28 d. redakcija) ir 2000 m. lapkricio 
28 d. Lietuvos Respublikos prokuratüros {statymo 1 1 straipsnio pakeitimo {statymo 2 straipsnio 
atitikties Lietuvos Respublikos Konstitueijai, Valstybes zinios, 29.01.2003, No 10-366. 

Lietuvos Respublikos Konstitucinio Teismo nutarimas del Lietuvos Respublikos Seimo 2009 m. 
balandzio 28 d. nutarimo Nr. XI-234 „Dd G. Vilkelio atleidimo is Seimo kanelerio pareigti“ 
atitikties Lietuvos Respublikos Konstitueijai, Lietuvos Respublikos valstybes tarnybos {statymui, 
Lietuvos Respublikos Seimo statutui, Valstybes zinios, 21.02.2013, No 20-975. 

Lietuvos Respublikos Konstitucinio Teismo sprendimas del Lietuvos Respublikos Konstitucinio 
Teismo 2000 m. kovo 30 d., 2003 m. sausio 24 d., 2004 m. geguzes 13 d., 2006 m. sausio 16 d. 
nutarimii kai kuriii nuostatii isaiskinimo, Teises aktii registras, 20.01.2014, No 2014-00299. 

A new Article 14(4) was adopted by Lietuvos Respublikos valstybes kontroles {statymo 14 
straipsnio papildymo ir pakeitimo {statymas, Law No XI-497 of 19 November 2009, Valstybes 
zinios, 5.12.2009, No 144-6349, as last amended by Lietuvos Respublikos valstybes kontroles 
{statymo 14 straipsnio pakeitimo {statymas. Law No XI- 1706 of 17 November 2011, Valstybes 
zinios, 01.12.2011, No 146-6850. The ECB was not consulted on this amendment in 2011and 
sent a non-consultation letter to the national authorities in this regard. 
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The Law on the State Audit Office now provides that the State Audit Office may perform 
an audit of Lietuvos bankas’ activities, with the exception of the performance of ESCB 
and Eurosystem tasks, and without prejudice to the activities of the independent external 
auditors^^ selected by Lietuvos bankas. The State Audit Office is to respect Lietuvos 
bankas’ independence and not give instructions to Lietuvos bankas, its Board and its 
members in carrying out their functions relating to the performance of the tasks of the 
ESCB and the Eurosystem. 

The ECB ’s Convergence Report of May 2012 noted in relation to the legal Status of 
Lietuvos bankas’ real property that there was a risk that Lietuvos bankas would only be 
able to dispose of its property with the approval of government authorities and that this 
Situation undermined both the institutional and financial independence of Lietuvos bankas. 
The ECB considered that the Law should expressly state that Lietuvos bankas is the legal 
owner of Lietuvos bankas’ real property. Article 1 of the Law was subsequently adapted 
to state that ownership of the Lithuanian State in Lietuvos bankas is expressed by the 
Capital of Lietuvos bankas and that Lietuvos bankas’ property belongs to it by right of 
ownership. The legal Status of Lietuvos bankas’ assets is specified by virtue of the law 
and is not made conditional upon the actions of Lietuvos bankas or those of the 
administrative authorities.^^ Accordingly, the Law is now compatible with the principle 
of central bank independence enshrined in Article 130 of the Treaty and mirrored in 
Article 7 ofthe Statute. 


The term “independent external auditors” is used in a Provision of the Law on the State Audit 
Office relating to the integration of Lithuania in the Eurosystem, entering into force on the date 
when the Council abrogates Lithuania’ s derogation. Until then, the term “external auditors” 
applies, which is consistent with Article 50 of the Law on Lietuvos bankas currently in force. 
The Law further provides that Lietuvos bankas shall manage, use and dispose of, its property in 
accordance with legal acts of the EU and the Law. 

Lietuvos bankas is not required to apply to an administrative authority, i.e. the State Enterprise 
Centre of Registers, with regard to change of rights in rem of its assets, as compared to the 
wording of the draft legislation, on which the ECB has been consulted (see CON/20 13/85, in 
particular paragraph 2.2). 

SeeOpinionCON/2013/85. 
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6 A3 SINGLE SPELLING OF THE EURO 

Article 14(1) of the Law on legislative procedure^^ provides that Lithuanian legal acts are 
to be drafted in line with common language mies and legal terminology. Article 6(2) of 
the Law on the State Commission for the Lithuanian language^^ provides that the 
decisions of the State Commission for the Lithuanian Language are binding on State and 
municipal institutions and all Companies and organisations operating in Lithuania. On 28 
October 2004, the State Commission for the Lithuanian Language (the “Language 
Commission”) adopted a decision “On the name of the single currency of the European 
Union in the Lithuanian language”, in which it established that the name of the single 
currency of the European Union euro is to be used in the Lithuanian common language in 
its adapted form, i.e. with Lithuanian suffixes, including in the nominative singulär case. 
On 30 January 2014, the Language Commission supplemented^^ its decision of 28 
October 2004 by stating that “the name of the single currency of the European Union euro 
shall be used in the legal acts of the Republic of Lithuania instead of the nominative form 
euras and shall be marked out as a foreign language word (normally in italics).” In 
Lithuanian legislation^^ the single currency is spelled “ez/ro”. 


The ECB notes that the decision of the Language Commission establishes that the name of 
the single currency in the form required by EU law is required for legal acts of the 
Republic of Lithuania. The ECB understands that the concept of a legal act of the 
Republic of Lithuania covers not only legislative provisions but also regulatory 
Instruments of all Lithuanian public authorities (for example, the local government or the 
central bank). The ECB further understands that the requirement to write the name of the 


322 


Lietuvos Respublikos teiseküros pagrindii [statymas, Law No XI-2220 of 18 September 2012, 
Valstyhes zinios, 22.09.2012, No 110-5564. 

Lietuvos Respublikos Valstybines lietuviii kalbos komisijos {statymas. Law No 1-108 of 
25.03.1993, Valstybes zinios, 20.04.1993, No 11-265. 

Decision of the State Commission for the Lithuanian Language of 28 October 2004 No N- 
10(99), Valstybes zinios, A.W 200 160-5875. 

Decision of the State Commission for the Lithuanian Language of 30 January 2014 No N- 
2(151), Leises aktii registras, 3.2.2014, No 2014-00900. 

E.g. the Law ratifying the amendment to Article 136 of the Treaty with regard to a stability 
mechanism for Member States whose currency is the euro, adopted by the European Council 
Decision of 25 March 2011 (201 1/1 99/EU): {statymas dd Sutarties (...) 136 straipsnio, kiek tai 
susijq SU stabilumo mechanizmu, taikytinu valstybems narems, kuriti valiutayra euro, pakeitimo 
(...), Leises aktii registras, 30.1.2014, No 2014-00717. Also the draft law on euro introduction 
in Lithuania, on which the ECB has been consulted and delivered its opinion on 12 February 
2014(CON/2014/14). 
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single currency in italics has no legal consequences and that failure to write it in italics 
would not invalidate any legal act concerned. On the basis of these understandings, the 
Lithuanian legislation is compatible with the single spelling of the euro as required by EU 
law. 

6.4.4 CONCLUSIONS 

The Constitution, the Law and the Law on State Audit are compatible with the Treaties 
and the Statute. 

6.5 HUNGARY 

6.1.1 COMPATIBILITY OF NATIONAL LEGISLATION 

The following legislation forms the legal basis for the Magyar Nemzeti Bank and its 
operations: 

- The Consolidated Version of the Fundamental Law of Hungary,^^ 

- Law CXXXIX of 2013 on the Magyar Nemzeti Bank (hereinafter the “Law”).^^ 

On 1 October 2013 the fifth amendment of the Fundamental Law of Hungary facilitating 
the new integrated institutional structure of Hungarian financial supervision carried out by 
the Magyar Nemzeti Bank entered into force. 

Law CCVIII of 201 1 on the Magyar Nemzeti Bank"^^ repealed Law LVIII of 2001 on the 
Magyar Nemzeti Bank with effect from 1 January 2012. It has been amended several 
times since the ECB Convergence Report of May 2012."^^ Law CXXXIX of 2013 on the 
Magyar Nemzeti Bank"^^ repealed Law CCVIII of 201 1 on the Magyar Nemzeti Bank with 
effect from 1 October 2013. Law XVI of 2014 amended the Law on the Magyar Nemzeti 


Magyarorszäg Alaptörvenye, Magyar Közlöny 20 13/163 . (X.3 .). 

2013. evi CXXXIX. törveny a Magyar Nemzeti Bankröl, Magyar Közlöny 2013/158. (IX.26.). 
Magyarorszäg Alaptörvenyenek ötödik mödositäsa (2013. szeptember 26.), Magyar Közlöny 
2013/158. (IX.26.). 

See Opinions CON/201 1/104 and CON/201 1/106. 

^ For a detailed list see S ection 6 . 5 . 2 . 1 . 

See Opinions CON/2013/56 and CON/2013/71. 
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Bank with regard to certain supervisory tasks of the central bank and related 
administrative enforcement rights. 


6.1.2 INDEPENDENCE OF THE NCB 


With regard to the Magyar Nemzeti Bank’s independence, the Law and Law XXVII of 
2008 need to be adapted as set out below. 


6.5.2.1 INSTITUTIONAL INDEPENDENCE 

The legislation and institutional framework regarding the Magyar Nemzeti Bank have 
been changed several times."^"^ The latest recast of the Law, which entered into force on 1 
October 2013, resulted in the integration of the Hungarian Financial Supervisory 
Authority (HFSA) into the Magyar Nemzeti Bank as a general legal successor to the 
HFSA’s scope of competence, rights and obligations'^^ The combination of the changes to 
the institutional framework of the Magyar Nemzeti Bank and the frequency of changes to 
the Law, not always backed by robust justification for the need to amend the Magyar 
Nemzeti Bank’s institutional framework, adversely affect the organisational and 
governance stability of the Magyar Nemzeti Bank and could therefore have an impact on 
its institutional independence. The principle of central bank independence requires that a 
central bank has a stable legal framework to enable it to function. 


324 


A kollektiv befektetesi formäkröl es kezelöikröl, valamint egyes penzügyi tärgyü törvenyek 
mödositäsäröl szölö 2014. evi XVI. törveny, Magyar Közlöny 2014/26. (11.24.). 

Since 2008 there have been several changes in the institutional framework for the Magyar 
Nemzeti Bank as identified in the ECB’s Convergence Report of May 2012, Chapter 6.5, p. 
244, footnote 29. In addition to the changes referred to in the Convergence Report of May 2012, 
there have been fürther changes in the institutional framework for the Magyar Nemzeti Bank as 
follows. Law XXVIII of 2011 repealed Law LVIII of 2001 on the Magyar Nemzeti Bank, 
amending, inter alia, the procedure for appointing the members of the Monetary Council, 
extending the numbers of deputy governors and re-establishing the Executive Board, amending 
the tools of monetary policy, giving additional powers to the Magyar Nemzeti Bank in the field 
of macro-prudential supervision, amending (i) its reporting scheme to the Hungarian 
Parliament; (ii) its relationship with the general budget; (iii) its relationship to the HFSA; and 
(iv) the rules applicable to the payment of dividends. Law LXXXVI of 2012 amended the rules 
applicable to the employment relationship of the employees of the Magyar Nemzeti Bank. Law 
XCIX of 2012 inter alia amended the scope of competence of the Monetary Council, the rules 
applicable to the appointment and dismissal of the members of the Monetary Council as well as 
the composition of the Monetary Council. Laws CCXX and CCXI of 2012 contained (i) 
technical amendments to the rules applicable to the administrative procedure carried out by the 
Magyar Nemzeti Bank, and (ii) technical amendments reflecting the changes to the naming 
Convention in the competent national court. Law XCVIII of 2013 amended the scope of 
competence of the Magyar Nemzeti Bank as the competent authority in specific administrative 
procedures. In 2014 Law XVI of 2014 made fürther amendments to the Law on Magyar 
Nemzeti Bank, and fürther legislative amendments are pending with the Hungarian Parliament . 
See Articles 176 to 183 of the Law as well as ECB Opinions CON/20 13/56 and CON/2013/71. 
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6.5.2.2 PERSONAL INDEPENDENCE 

The ECB’s Convergence Reports of 2010 and 2012 noted that Law XXVII of 2008 
specifies the wording of the oath that the members of the Monetary Council - including 
the Governor - are required to take. Pursuant to Article 9(7), in conjunction with Articles 
10(3) and 1 1(2) of the Law which entered into force on 1 October 2013, the Governor and 
the Deputy Governors of the Magyar Nemzeti Bank must take an oath before Hungary’s 
President, while other members of the Monetary Council take an oath before the 
Parliament. Law XXVII of 2008 specifies the wording of the oath to be taken by public 
officials appointed by the Parliament."^^ Therefore, it is not clear whether the Governor and 
Deputy Governors take the same oath as the other members of the Monetary Council. 

The Magyar Nemzeti Bank’s Governor acts in a dual capacity as a member of both the 
Magyar Nemzeti Bank’s Monetary Council and the ECB decision-making bodies. The 
wording of the oath should take into account and reflect the Status, obligations and duties 
of the Governor as a member of the ECB’s decision-making bodies. Furthermore, the 
other members of the Monetary Council are also involved in the performance of ESCB- 
related tasks. The oath taken should not hinder the Governor, Deputy Governors and other 
members of the Monetary Council from performing ESCB-related tasks. Law XXVII of 
2008 and Articles 9(7), 10(3) and 1 1(2) of the Law need to be adapted in this regard. 

6.5.2.3 FINANCIAL INDEPENDENCE 

Article 183 read in conjunction with Article 176 of the Law provides that on 1 October 
2013 all employees of the HFSA are to be employees of the Magyar Nemzeti Bank and 
that the Magyar Nemzeti Bank is to bear the financial obligations arising from any 
employment relations which HSFA staff transferred to the Magyar Nemzeti Bank may 
have had with the HFSA in the past. This Provision alone, taken together with the mass 
redundancy scheme provided for under Article 183(10) of the Law and the aim of 
eliminating positions not essential for the discharge of duties in order to optimise staff 
management, is incompatible with the Magyar Nemzeti Bank’s financial independence 
and more specifically its autonomy in staff matters. It impedes the Magyar Nemzeti 


Law XXVII of 2008 on the oath of certain public officials. The wording of the oath is: “I, ... 
[name of the person taking the oath], hereby undertake to be faithfül to Hungary and to its 
Fundamental Law, I will comply and ensure compliance with its laws, I will flilfil my office as 
a . . . [name of the position] for the benefit of the Hungarian people. [Depending on the belief of 
the person taking the oath] So help me God!” 
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Bank’s ability to decide on employing and retaining necessary and qualified staff for the 
Magyar Nemzeti Bank. See, also, the following Section regarding compatibility with the 
Prohibition on monetary fmancing. 

6.1.3 MONETARY FINANCING AND PRIVILEGED ACCESS 

Article 36 of the Law provides that if circumstances arise which jeopardise the financial 
System’ s stability due to a credit institution’s operations, the Magyar Nemzeti Bank may 
extend an emergency loan to such credit institution subject to observing the prohibition on 
monetary fmancing in Article 146 of the Law. However, it would be useful to specify that 
such loans are granted independently and at the Magyar Nemzeti Bank’s full discretion, 
which may make such extensions conditional if necessary and against adequate collateral, 
thus introducing an additional safeguard which should minimise the possibility of the 
Magyar Nemzeti Bank suffering any loss. 

Article 37 of the Law provides that on request, the Magyar Nemzeti Bank at its full 
discretion may provide a loan to the National Deposit Insurance Fund, subject to the 
Prohibition on monetary fmancing in Article 146 of the Law, in urgent and exceptional 
cases threatening the stability of the financial System as a whole and the smooth 
completion of cash transactions, the term of which loan may not be longer than three 
months. This Provision is compatible with the monetary fmancing prohibition. As already 
clarified in ECB opinions,"^^ it may be useful to specify that such loans are extended 
against adequate collateral, thus introducing an additional safeguard which should 
minimise the possibility of the Magyar Nemzeti Bank suffering any loss. 

The Integration of the HFSA into the Magyar Nemzeti Bank took place on 1 October 
2013. Based on Articles 176 to 181 of the Law, all of the HFSA’s assets were transferred 
to the Magyar Nemzeti Bank. The Magyar Nemzeti Bank also became a general legal 
successor to all obligations of the HFSA including, inter alia, its contractual relationships, 
pending procurement procedures, out-of-court redress procedures, tax-related 
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See, for example, paragraph 9.3 of Opinion CON/201 1/104; paragraph 6.3 of Opinion 
CON/20 12/43; and paragraph 4 of Opinion CON/20 12/49. 
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administrative procedures as well as any other type of legal procedure (including pending 
administrative legal procedures)"^^. As a consequence, any payment Obligation from a legal 
relationship or a requirement to pay compensation following any judgment handed down 
by a Hungarian court granting compensation to an individual or entity challenging a prior 
decision of the HFSA will have to be borne by the Magyar Nemzeti Bank. 

Although Article 177(6) of the Law provides for compensation by the State to the Magyar 
Nemzeti Bank for all expenses resulting from the above-mentioned obligations which 
exceed the assets taken over from the HFSA, the Law does not specifically lay down the 
procedure and deadlines applicable to fmancing by the State and reimbursement of the 
Magyar Nemzeti Bank. This can only be considered to be an ex-post fmancing scheme. 
The provisions applying to the assignment of the obligations of the HFSA to the Magyar 
Nemzeti Bank are not accompanied by measures that would fully insulate the Magyar 
Nemzeti Bank from all financial obligations resulting from any activities and contractual 
relationships of the HFSA originating prior to the transfer of tasks, and the current 
provisions of the Law involve a time gap between the costs arising and the Hungarian 
State reimbursing the Magyar Nemzeti Bank, should the expenses incurred at the Magyar 
Nemzeti Bank exceed the value of assets taken over from the HFSA. Such a scenario 
would constitute a breach of the prohibition on monetary fmancing laid down in Article 
123 of the Treaty as well as of the principle of financial independence under Article 130. 
Hence the Magyar Nemzeti Bank must be insulated from all financial obligations resulting 
from the prior activities or legal relationships of the HFSA. 

Article 183 of the Law read in conjunction with Article 176 of the Law provides that the 
Magyar Nemzeti Bank bears the financial obligations arising from the employment 
relationships which HFSA staff transferred to the Magyar Nemzeti Bank may have had 
with the HFSA in the past. In order to comply with Article 123 of the Treaty, the Magyar 
Nemzeti Bank should be insulated from all obligations arising out of employment 
relationships between any new Magyar Nemzeti Bank staff member and the HFSA, in 
light of the mass redundancy scheme provided for under Article 183(10) of the Law. 


See also footnote 42. 
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6.1.4 SINGLE SPELLING OF THE EURO 

In several Hungarian legal acts"^^ the name of the single currency is spelled in a way which 
is inconsistent with EU law. Under the Treaties a single spelling of the word “euro” in the 
nominative singulär case is required in all EU and national legislative provisions, taking 
into account the existence of different alphabets. The Hungarian legal acts in question 
should therefore be amended accordingly. 

The ECB expects that the correct spelling of the word “euro” will be applied in Hungarian 
legal acts and the euro changeover law. Only when all national legal acts use the correct 
spelling of the word “euro” will Hungary comply with the Treaties. 

6.1.5 LEGAL INTEGRATION OF THE NCB INTO THE EUROSYSTEM 

With regard to the Magyar Nemzeti Bank’s legal Integration into the Eurosystem, the Law 
needs to be adapted as set out below. 

6.5.5.1 ECONOMIC POLICY OBJECTIVES 

Article 3(2) of the Law provides that the Magyar Nemzeti Bank Supports, without 
prejudice to the primary objective of price stability, the maintenance of the stability of the 
financial intermediary System, the enhancement of its resilience, its sustainable 
contribution to economic growth and the Government’ s general economic policies. This 
Provision is incompatible with Article 127(1) of the Treaty and Article 2 of the Statute as 
it does not reflect the secondary objective of supporting the general economic policies in 
the EU. 

6.5.5.2 TASKS 


Monetary policy 

Article 41 of the Fundamental Law of Hungary and Articles 1(2), 4, 9, 16 to 22, 159 and 
171 of the Law establishing the Magyar Nemzeti Bank’s powers in the field of monetary 
policy and instruments for the implementation thereof do not recognise the ECB ’s powers 
in this field. 
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Collection of statistics 

Although Article 4(7) of the Law refers to the Magyar Nemzeti Bank’s Obligation to 
transfer specific Statistical data to the ECB in accordance with Article 5 of the Statute, 
Article 1(2), as well as Articles 30 and 171(1) of the Law establishing the Magyar 
Nemzeti Bank’s powers relating to the collection of statistics do not recognise the ECB ’s 
powers in this field. 

Official foreign reserve management 

Article 1(2), Article 4(3), (4) and (12), Article 9 and Article 159(2) of the Law, which 
provide for the Magyar Nemzeti Bank’s powers in the field of foreign reserve 
management, do not recognise the ECB ’s powers in this field. 

Payment Systems 

Article 1(2), Article 4(5) and (12), Articles 27 and 28, and Article 171(2) and (3) of the 
Law establishing the Magyar Nemzeti Bank’s powers with regard to the promotion of the 
smooth Operation of payment Systems do not recognise the ECB ’s powers in this field. 

Issue of banknotes 

Article K of the Fundamental Law and Article 1(2), Article 4(2) and (12), Articles 9, 23 to 
26 and Article 171(1) of the Law establishing the Magyar Nemzeti Bank’s exclusive right 
to issue banknotes and coins do not recognise the Council’ s and the ECB ’s powers in this 
field. 

6.5.5.3 FINANCIAL PROVISIONS 

Appointment of independent auditors 

Article 144 of the Law providing that the President of the State Audit Office must be 
consulted before the Magyar Nemzeti Bank’s auditor is elected or his or her dismissal is 
proposed, Article 6(1) of the Law, which provides for the shareholder’ s power to appoint 
and dismiss the auditor, and Article 15 of the Law do not recognise the Council’ s and the 
ECB’s powers under Article 27.1 of the Statute. 


ECB 

Convergence Report 
June 2014 




Deutscher Bundestag - 18. Wahlperiode 


-627- 


Drucksache 18/1730 


Financial reporting 

Article 12(4)(b) of the Law and Law C of 2000,^^ in conjunction with Government Decree 
221/2000 (XIL19)/^ do not reflect the Magyar Nemzeti Bank’s Obligation to comply with 
the Eurosystem’ s regime for financial reporting of NCB operations, pursuant to Article 26 
of the Statute. 

6.5.5.4 EXCHANGE RATE POLICY 

Article 1(2), 4(4) and (12), Articles 9, 22 and 147 of the Law lay down the Government’ s 
and the Magyar Nemzeti Bank’s respective powers in the area of exchange rate policy. 
These provisions do not recognise the Council’ s and the ECB ’s powers in this field. 

6.5.5.5 INTERNATIONAL COOPERATION 

Article 1(2), 135(5) of the Law providing that, upon authorisation by the Government, the 
Magyar Nemzeti Bank may undertake tasks arising at international financial 
organisations, unless otherwise provided for by a legislative act, fails to recognise the 
ECB ’s powers as far as issues under Article 6 of the Statute are concerned. 

6.5.5.6 MISCELLANEOUS 

Articles 75 and 76 of the Law do not recognise the ECB’s powers to impose sanctions. 

With regard to Article 132 of the Law, which entitles the Magyar Nemzeti Bank to be 
consulted on draft national legislation related to its tasks, it is noted that Consulting the 
Magyar Nemzeti Bank does not obviate the need to consult the ECB under Articles 127(4) 
and 282(5) of the Treaty. 

As set out in Section 6. 5.2.2, Article 9(7) of the Law requires the members of the 
Monetary Council to make an oath in accordance with the wording specified in Article 1 
of Law XXVII of 2008. Article 9(7) of the Law needs to be adapted to comply with 
Article 14.3 ofthe Statute. 


A szämvitelröl szölö törveny, Magyar Közlöny 2000/95. (IX. 21.). 

A Magyar Nemzeti Bank eves beszämolö keszitesi es könyvvezetesi kötelezettsegenek 
sajätossägairöl szölö kormänyrendelet, Magyar Közlöny 2000/125. (XII. 19.). 
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6.1.6 CONCLUSIONS 

The Fundamental Law of Hungary, the Law and Law XXVII of 2008 do not comply with 
all the requirements for central bank independence, the prohibition on monetary fmancing, 
and legal Integration into the Eurosystem. Other Hungarian legal acts do not comply with 
the requirements for the single spelling of the euro. Hungary is a Member State with a 
derogation and must therefore comply with all adaptation requirements under Article 131 
of the Treaty. 


6.6 POLAND 


6.1.1 COMPATIBILITY OF NATIONAL LEGISLATION 


The following legislation forms the legal basis for Narodowy Bank Polski and its 


operations: 


- the Polish Constitution,^^ 


- the Law on Narodowy Bank Polski (hereinafter the “Law”),^"^ 


- the Law on the Bank Guarantee Fund,^^ 


- the Law on banking (hereinafter the “Law on banking”),^^ 


- the Law on Settlement fmality in the payment and Settlement Systems and on the 
Supervision of such Systems. 


Konstytucja Rzeczypospolitej Polskiej of 2 April 1997, Dziennik Ustaw of 1997, No 78, item 
483. 

Ustawa o Narodowym Banku Polskim of 29 August 1997. Consolidated Version published in 
Dziennik Ustaw of 2013, item 908, with further amendments. 

Ustawa o Bankowym Funduszu Gwarancyjnym of 14 December 1994. Consolidated Version 
published in Dziennik Ustaw of 2009, No 84, item 711, with further amendments. 

Ustawa Prawo bankowe of 29 August 1997. Consolidated Version published in Dziennik Ustaw 
of 2012, item 1376, with further amendments. 

Ustawa o ostatecznosci rozrachunku w systemach platnosci i systemach rozrachunku papieröw 
wartosciowych oraz zasadach nadzoru nad tymi systemami of 24 August 2001. Consolidated 
Version published in Dziennik Ustaw of 2013, item 246, with further amendments. 
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No major new legislation has been enacted in relation to the points identified in the ECB ’s 
Convergence Report of May 2012, and those comments are therefore largely repeated in 
this year’s assessment. 

6.1.2 INDEPENDENCE OF THE NCB 

With regard to Narodowy Bank Polski’ s independence, the Polish Constitution, the Law 
and the Law on the State Tribunal^^ need to be adapted in the respects set out below. 

6.6.2.1 INSTITUTIONAL INDEPENDENCE 

The Law does not prohibit Narodowy Bank Polski and members of its decision-making 
bodies from seeking or taking outside instructions; it also does not expressly prohibit the 
Government from seeking to influence members of Narodowy Bank Polski’ s decision- 
making bodies in situations where this may have an impact on Narodowy Bank Polski’ s 
fulfilment of its ESCB-related tasks. In this respect, the Law needs to be adapted to 
comply with Article 130 of the Treaty and Article 7 of the Statute. 

Article 11(3) of the Law, which provides that Narodowy Bank Polski’s President 
represents Poland’s interests within international banking institutions and, unless the 
Council of Ministers decides otherwise, within international financial institutions, needs to 
be adapted to comply with Article 130 of the Treaty and Article 7 of the Statute. 

Article 23(1)(2) of the Law, which obliges Narodowy Bank Polski’s President to forward 
draft monetary policy guidelines to the Council of Ministers and the Minister for Finance, 
needs to be adapted to comply with Article 130 of the Treaty and Article 7 of the Statute. 

The Supreme Audit Office (NIK), a constitutional body, has wide powers under Article 
203(1) of the Polish Constitution to control the activities of all public administrative 
authorities and Narodowy Bank Polski as regards their legality, economic prudence, 
efficiency and diligence. The scope of the NIK’s control should be clearly defmed, should 
be without prejudice to the activities of Narodowy Bank Polski’s independent external 
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auditors/^ should comply with the prohibition on giving instructions to an NCB and its 
decision-making bodies and should not interfere with the NCB ’s ESCB-related tasks. In 
particular, it should be ensured that when auditing Narodowy Bank Polski, the application 
by the NIK of the “efficacy criterion” does not extend to an evaluation of Narodowy Bank 
Polski’s activities related to its primary objective of price stability.^^ Article 203(1) of the 
Constitution needs to be adapted to comply with Article 130 of the Treaty and Article 7 of 


the Statute. 


6.6.2.2 PERSONAL INDEPENDENCE 

Article 9(5) of the Law regulates the dismissal of Narodowy Bank Polski’s President by 
the Sejm (lower house of Parliament), if he or she has: 


- been unable to fulfil his or her duties due to prolonged illness, 


- been convicted of a criminal offence under a final court sentence, 


- submitted an untmthful disclosure declaration, confirmed by a final court judgment,^^ 


- been prohibited by the State Tribunal from occupying executive positions or holding 
posts of particular responsibility in state bodies. 


Moreover, under Article 25(3) in conjunction with Article 3 and Article 1(1)(3) of the 
Law on the State Tribunal, Narodowy Bank Polski’s President may also be removed from 
Office if he or she violates the Constitution or a law.^^ 


For the activities of the NCB’s independent external auditors see, as an example, Article 27.1 of 
the Statute. 

See Paragraph 3 .6 of Opinion CON/20 11/9. 

The Provision was added with effect from 15 March 2007 by Article 37a of the Law on 
disclosure of Information relating to documents of state security Services from the period 1944- 
1990 (Ustawa o ujawnianiu informacji o dokumentach organöw bezpieczehstwa pahstwa z lat 
1944-1990 oraz tresci tych dokumentöw of 18 October 2006; Consolidated Version published in 
Dziennik Ustaw of 2007, No 63, item 425). 

The resolution of the Sejm producing an indictment of the President of Narodowy Bank Polski 
before the State Tribunal results, by Operation of law, in Suspension of the President hom office 
(Article 11(1), second sentence in connection with Article 1(1)(3) of the Law on the State 
Tribunal). 

The indictment by the Sejm of the President of Narodowy Bank Polski before the State Tribunal 
results, by Operation of law, in Suspension of the President from office, see footnote 56 above. 
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The grounds listed above are in addition to the two grounds for dismissal provided for in 
Article 14.2 of the Statute. Therefore, Article 9(5) of the Law and the relevant provisions 
of the Law on the State Tribunal need to be adapted to comply with Article 14.2 of the 
Statute. 

With regard to security of tenure and grounds for dismissal of other members of 
Narodowy Bank Polski’ s decision-making bodies involved in the performance of ESCB- 
related tasks (i.e. the members of the Management Board, and in particular the First 
Deputy President, and the members of the Monetary Policy Council), Article 13(5) and 
Article 17(2b), second sentence, of the Law provide the following grounds for dismissal: 

- an illness which permanently prevents them from performing their responsibilities, 

- a conviction for a criminal offence under a final court sentence, 

- Submission of an untruthful disclosure declaration as confirmed by a final court 
judgment,^"^ 

- non-suspension of membership of a political party or trade union. 

The grounds listed above are in addition to the two grounds for dismissal provided for in 
Article 14.2 of the Statute. Article 13(5) of the Law therefore needs to be adapted to 
comply with Article 14.2 of the Statute. Article 14(3) of the Law, which reaffirms the 
possibility of dismissal of a member of the Monetary Council of Narodowy Bank Polski 
for a conviction for a criminal offence, needs also to be adapted to comply with Article 
14.2 of the Statute. 

The President of Narodowy Bank Polski acts in dual capacity as a member of Narodowy 
Bank Polski’ s decision-making bodies and of the relevant decision-making bodies of the 
ECB. Article 9(3) of the Law, which specifies the wording of the oath sworn by 
Narodowy Bank Polski’ s President, needs to be adapted to reflect the Status and the 
obligations and duties of the President of Narodowy Bank Polski as member of the 
relevant decision-making bodies of the ECB. 
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The Law is silent on the right of national courts to review a decision to dismiss any 
member, other than the President, of the NCB’s decision-making bodies who is involved 
in the performance of ESCB-related tasks. Even though this right may be available under 
general Polish law, providing specifically for such a right of review could increase legal 
certainty. 

6.1.3 CONFIDENTIALITY 

Article 23(7) of the Law specifies instances in which data collected from individual 
financial institutions, as well as Statistical surveys, studies and assessments enabling 
Identification of individual entities, are subject to disclosure by Narodowy Bank Polski to 
external parties. One such instance covers disclosure to unspecified recipients, under 
“separate applicable provisions”.^^ Such disclosure may potentially affect data protected 
under the ESCB’s confidentiality regime and therefore the Law should be adapted to fully 
comply with Article 37 of the Statute. 

6.1.4 MONETARY FINANCING AND PRIVILEGED ACCESS 

Article 42(1) in conjunction with Article 3(2)(5) of the Law provides for Narodowy Bank 
Polski’s powers to grant refinancing credit to banks satisfying specified conditions.^^ In 
addition, Article 42(3) of the Law allows Narodowy Bank Polski to grant refinancing 
credit for the purpose of implementing bank rehabilitation proceedings, which are initiated 
in the event of a bank suffering a net loss, being threatened with such a loss or 
insolvency.^^ Granting of refinancing credit is in all cases subject to the general rules of 
the Law on banking, with the modifications resulting from the Law.^^ Safeguards 
currently contained in such rules aiming at ensuring timely repayment of the credit do not 
fully exclude an Interpretation that would allow an extension of refinancing credit to a 


Article 23(7)(3) of the Law. 

SeeOpinionCON/2008/53. 

Narodowy Bank Polski’s decision whether to grant refinancing credit is based on its assessment 
of the bank’s ability to repay the principal amount and the interest on time (Article 42(2) of the 
Law). 

Article 142(1) of the Law on banking. 

® Article 42(7) of the Law. 
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bank undergoing rehabilitation proceedings which then becomes insolvent.^^ More 
explicit safeguards in relation to all financial institutions receiving liquidity Support from 
Narodowy Bank Polski are needed to avoid incompatibility with the monetary fmancing 
Prohibition under Article 123 of the Treaty. Article 42 of the Law should be adapted 
accordingly. 

Article 220(2) of the Polish Constitution provides that “the budget shall not provide for 
covering a budget deficit by way of contracting credit obligations to the State’ s central 
bank”. While this Provision prohibits the State from fmancing its budgetary deficit via 
Narodowy Bank Polski, the ECB understands that it does not constitute an implementation 
of Article 123 of the Treaty prohibiting monetary fmancing, and its aim and function are 
therefore not identical to those of the said Treaty prohibition. Article 123 of the Treaty, 
supplemented by Regulation (EC) No 3603/93, is directly applicable, so in general, it is 
unnecessary to transpose it into national legislation. 

6.1.5 LEGAL INTEGRATION OF THE NCB INTO THE EUROSYSTEM 

With regard to Narodowy Bank Polski’ s legal Integration into the Eurosystem, the Polish 
Constitution and the Law need to be adapted in the respects set out below. 

6.6.5.1 ECONOMIC POLICY OBJECTIVES 

Article 3(1) of the Law provides that Narodowy Bank Polski’s primary objective is to 
maintain price stability, while supporting the economic policies of the Government, 
insofar as this does not constrain the pursuit of its primary objective. This Provision is 
incompatible with Article 127(1) of the Treaty and Article 2 of the Statute, as it does not 
reflect the secondary objective of supporting the general economic policies of the Union. 


Under the Law on banking which applies to the Provision of refinancing credit by Narodowy 
Bank Polski, a commercial bank may extend credit to an uncreditworthy borrower, provided 
that: (i) qualified security is established; and (ii) a recovery programme is instituted, which the 
crediting bank considers will ensure the borrower’ s creditworthiness during a specified period 
(Article 70(2) of the Law on banking). Furthermore, Narodowy Bank Polski may demand early 
repayment of any refinancing credit if the financial Situation of the credited bank has worsened 
to the extent of putting the timely repayment at risk (Article 42(6) of the Law). 

See Opinion CON/2013/5. 
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6.6.5.2 TASKS 

Monetary policy 

Article 227(1) and (5) of the Constitution and Article 3(2)(5), Articles 12, 23 and 38 to 
50a and 53 of the Law, which provide for Narodowy Bank Polski’s powers with regard to 
monetary policy, do not recognise the ECB ’s powers in this field. 

Collection of statistics 

Article 3(2)(7) and Article 23 of the Law, which provides for Narodowy Bank Polski’s 
powers relating to the collection of statistics, do not recognise the ECB ’s powers in this 


field. 


Official foreign reserve management 

Article 3(2)(2) and Article 52 of the Law, which provide for Narodowy Bank Polski’s 
powers in the field of foreign exchange management, do not recognise the ECB ’s powers 
in this field. 

Payment Systems 

Article 3(2)(1) of the Law, which provides for Narodowy Bank Polski’s powers in 
organising monetary Settlements, does not recognise the ECB ’s powers in this field. 

Issue of banknotes 

Article 227(1) of the Constitution and Article 4 and Articles 31 to 37 of the Law, which 
provide for Narodowy Bank Polski’s exclusive powers to issue and withdraw banknotes 
and coins having the Status of legal tender, do not recognise the Council’ s and the ECB ’s 
powers in this field. 

6.6.5.3 FINANCIAL PROVISIONS 

Appointment of independent auditors 

Article 69(1) of the Law, which provides for the auditing of Narodowy Bank Polski, does 
not recognise the Council’s and the ECB’s powers under Article 27.1 of the Statute. The 
powers of the NIK to control the activities of Narodowy Bank Polski should be clearly 
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defined by legislation and should be without prejudice to the activities of Narodowy Bank 
Polski’s independent external auditors, as laid down in Article 27.1 of the Statute. 

6.6.5.4 EXCHANGE RATE POLICY 

Articles 3(2)(3) and 17(4)(2) and Article 24 of the Law, which provide for Narodowy 
Bank Polski’s power to implement the exchange rate policy set in agreement with the 
Council of Ministers, do not recognise the Council’ s and the ECB ’s powers in this field. 

6.6.5.5 INTERNATIONAL COOPERATION 

Articles 5(1) and 11(3) of the Law, which provide for Narodowy Bank Polski’s right to 
participate in international financial and banking institutions, do not recognise the ECB ’s 
powers in this field. 

6.6.5.6 MISCELLANEOUS 

Article 9(3) of the Law, which specifies the wording of the oath sworn by Narodowy Bank 
Polski’s President, needs to be adapted to comply with Article 14.3 of the Statute. 

With regard to Article 21(4) of the Law, which provides for Narodowy Bank Polski’s 
rights to present its opinion on draft legislation concerning the activity of banks and 
having significance to the banking System, it is noted that Consulting Narodowy Bank 
Polski does not obviate the need to consult the ECB under Articles 127(4) and 282(5) of 
the Treaty. 

6.1.6 CONCLUSIONS 

The Polish Constitution, the Law and the Law on the State Tribunal do not comply with 
all the requirements of central bank independence, confidentiality, the monetary fmancing 
Prohibition and legal Integration into the Eurosystem. Poland is a Member State with a 
derogation and must therefore comply with all adaptation requirements under Article 131 
of the Treaty. 
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6.7 ROMANIA 

6.7.1 COMPATIBILITY OF NATIONAL LEGISLATION 

The following legislation forms the legal basis for Banca Nationalä a Romäniei and its 
operations: 

- Law No 3 12 on the Statute of Banca Nationalä a Romäniei (hereinafter the “Law”).^^ 

There have been no changes in relation to the points identified in the ECB ’s Convergence 
Report of May 2012 concerning the Law, and therefore those comments are repeated in 
this year’s assessment. Government Emergency Ordinance 90/2008 on the statutory audit 
of the annual financial Statements and Consolidated annual financial Statements has been 
amended in order to comply with Article 123 of the Treaty and therefore the comment 
regarding the compliance of this Provision with the prohibition on monetary fmancing has 
been removed. 

6.7.2 INDEPENDENCE OF THE NCB 

With regard to Banca Nationalä a Romäniei’ s independence, the Law and other legislation 
needs to be adapted in the respects set out below. 

6.7.2.1 INSTITUTIONAL INDEPENDENCE 

Article 3(1) of the Law provides that, when carrying out their tasks, Banca Nationalä a 
Romäniei and the members of its decision-making bodies may not seek or take 
instructions from public authorities or from any other institution or authority. The ECB 
understands that the Provision encompasses both national and foreign institutions in line 
with Article 130 of the Treaty and Article 7 of the Statute. For legal certainty reasons, the 
next amendment to the Law should bring this Provision fully into line with Article 130 of 
the Treaty and Article 7 of the Statute. 


Monitorul Oficial al Romäniei, Part One, No 582, 30.6.2004. 

Monitorul Oficial al Romäniei, Part One, No 481 of 30 June 2008. 

Banca Nationalä a Romäniei no longer contributes funds to the functioning of the Council for 
the Public Supervision of the Accounting Profession in the Public Interest. 
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Further, Article 3 of the Law does not expressly prohibit the Government from seeking to 
influence the members of Banca Nationalä a Romäniei’s decision-making bodies in 
situations where this may have an impact on Banca Nationalä a Romäniei’s fulfilment of 
its ESCB-related tasks. In this respect the Law needs to be adapted to be fully consistent 
with Article 130 of the Treaty and Article 7 of the Statute. 

6.7.2.2 PERSONAL INDEPENDENCE 

Article 33(9) of the Law provides that an appeal may be brought to the High Court of 
Cassation and Justice against a decision to recall from office a member of the Board of 
Banca Nationalä a Romäniei within 15 days of its publication in Monitorul Oficial al 
Romäniei. The Law is silent on the Jurisdiction of the Court of Justice of the European 
Union to hear cases with regard to the dismissal of the Governor. The ECB understands 
that in spite of this silence, Article 14.2 of the Statute applies. 


Article 33(7) of the Law provides that no member of the Board of Banca Nationalä a 
Romäniei may be recalled from office for reasons other than or following a procedure 
other than those provided for in Article 33(6) of the Law. Article 33(6) of the Law 
contains grounds for dismissal which are compatible with those laid down in Article 14.2 
of the Statute. Law 161/2003 on certain measures for transparency in the exercise of 
public dignities, public functions and business relationships and for the prevention and 
sanctioning of corruption,^^ and Law 176/2010 on the integrity in the exercise of public 
functions and dignities, defme the conflicts of interest and incompatibilities applicable to 
the Governor and the other members of the Board of Banca Nationalä a Romäniei and 
require them to report on their interests and wealth. The ECB understands that the 
sanctions provided for in these Laws for the breach of such obligations as well as the 
automatic resignation mechanism in cases of incompatibility^^ do not constitute new 
grounds for dismissal of the Governor or other members of the Board of Banca Nationalä 
a Romäniei in addition to those contained in Article 33 of the Law. For legal certainty 
reasons and in line with Article 33 of the Law, a clarification to this end in the above- 
mentioned Laws would be welcome. 
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Published in Monitorul Oficial al Romäniei, Part One, No 279, 21.4.2003. 

Published in Monitorul Oficial al Romäniei, Part One, No 621, 2.9.2010. 

According to the relevant provisions of Article 99 of Law 161/2003, if a member of the Board 
of Banca Nationalä a Romäniei or an employee occupying a leading position with Banca 
Nationalä a Romäniei does not choose within a given period of time between their function and 
the one which they have declared to be incompatible with their function, they are considered to 
have resigned from their function and the Parliament takes note of the resignation. 
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6.7.2.3 FINANCIAL INDEPENDENCE 

Article 43 of the Law provides that Banca Nationalä a Romäniei must transfer to the State 
budget an 80% share of the net revenues left after deducting expenses relating to the 
financial year, including provisions for credit risk, and any losses relating to previous 
financial years that remain uncovered. As noted in Chapter 6.7.4, this arrangement may in 
certain circumstances amount to an intra-year credit, which in turn may undermine the 
financial independence of Banca Nationalä a Romäniei. 

A Member State may not put its NCB in a position where it has insufficient financial 
resources to carry out its ESCB or Eurosystem-related tasks, and also its own national 
tasks, such as fmancing its administration and own operations. 

Article 43(3) of the Law also provides that Banca Nationalä a Romäniei sets up provisions 
for credit risk in accordance with its rules, after having consulted the Ministry of Public 
Finance. The ECB notes that NCBs must be free to independently create financial 
provisions to safeguard the real value of their Capital and assets. 

Article 43 of the Law should therefore be adapted, in addition to taking into account the 
issues highlighted in Chapter 6.7.4, to ensure that such arrangement does not undermine 
the ability of Banca Nationalä a Romäniei to carry out its tasks in an independent manner. 

Pursuant to Articles 21 and 23 of Law 94/1992 on the Organisation and functioning of the 
Court of Auditors, the Court of Auditors is empowered to control the establishment, 
management and use of the public sector’s financial resources, including Banca Nationalä 
a Romäniei’ s financial resources, and to audit management of the fimds of Banca 
Nationalä a Romäniei. The scope of audit by the Court of Auditors is further defmed in 
Article 47(2) of the Law which provides that commercial operations performed by Banca 
Nationalä a Romäniei, as shown in the revenue and expenditure budget and in the annual 
financial Statements, shall be subject to auditing by the Court of Auditors. As the 
provisions of Law 94/1992 on the Organisation and functioning of the Court of Auditors 
expressly apply to Banca Nationalä a Romäniei, in the interests of legal certainty it should 
be clarified in Romanian legislation that the scope of audit by the Court of Auditors is 
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provided by Article 47(2) of the Law and is therefore limited to commercial operations 
performed by Banca Nationalä a Romäniei.^^ 

6.7.3 CONFIDENTIALITY 

Pursuant to Article 52(2) of the Law, the Governor may release confidential Information 
on the four grounds listed under Article 52(2) of the Law. Under Article 37 of the Statute, 
Professional secrecy is an ESCB-wide matter. Therefore, the ECB assumes that such 
release is without prejudice to the confidentiality obligations towards the ECB and the 
ESCB. 

6.7.4 MONETARY FINANCING AND PRIVILEGED ACCESS 

Articles 6(1) and 29(1) of the Law expressly prohibit direct purchase on the primary 
market by Banca Nationalä a Romäniei of debt Instruments issued by the State, central 
and local public authorities, autonomous public Service undertakings, national societies, 
national Companies and other majority State-owned Companies. Such prohibition has been 
extended by Article 6(2) to other bodies governed by public law and public undertakings 
in Member States. Furthermore, under Article 7(2) of the Law, Banca Nationalä a 
Romäniei is prohibited from granting overdraft facilities or any other type of credit facility 
to the State, central and local public authorities, autonomous public Service undertakings, 
national societies, national Companies and other majority State-owned Companies. Article 
7(4) extends this prohibition to other bodies governed by public law and public 
undertakings in Member States. The ränge of public sector entities referred to in these 
provisions needs to be extended to be consistent with and fully mirror Article 123 of the 
Treaty and aligned with the defmitions contained in Regulation (EC) No 3603/93. 

Pursuant to Article 7(3) of the Law, majority State-owned credit institutions are exempted 
from the prohibition on granting overdraft facilities and any other type of credit facility in 
Article 7(2) and benefit from loans granted by Banca Nationalä a Romäniei in the same 
way as any other credit institution eligible under Banca Nationalä a Romäniei’ s 
regulations. The wording of Article 7(3) of the Law should be aligned with the wording of 
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Article 123(2) of the Treaty, which only exempts publicly owned credit institutions “in the 
context of the supply of reserves by central banks”. 

Article 26 of the Law provides that, to carry out its task of ensuring financial stability, in 
exceptional cases and only on a case-by-case basis, Banca Nationalä a Romäniei may 
grant to credit institutions loans which are unsecured or secured by assets other than assets 
eligible to collateralise the monetary or foreign exchange policy operations of Banca 
Nationalä a Romäniei. Article 26 does not contain sufficient safeguards to prevent such 
lending from potentially breaching the monetary fmancing prohibition contained in Article 
123 of the Treaty, especially given the risk that such lending could result in the Provision 
of solvency Support to a credit institution experiencing financial difficulties, and should be 
adapted accordingly. 

Article 43 of the Law provides that Banca Nationalä a Romäniei must transfer to the State 
budget an 80% share of the net revenues left after deducting expenses relating to the 
financial year, including provisions for credit risk, and loss related to the previous 
financial years that remained uncovered. The 80% of the net revenues is transferred 
monthly before the 25th day of the following month, based on a special Statement. The 
adjustments relating to the financial year are performed by the deadline for Submission of 
the annual balance sheet, based on a rectifying special Statement. This Provision is 
constructed in a way which does not rule out the possibility of an intra-year anticipated 
profit distribution in circumstances where Banca Nationalä a Romäniei accumulates 
Profits during the first half of the year but suffers consecutive losses during the second 
half of the year. Although the State is under an Obligation to make adjustments after the 
closure of the financial year and would therefore have to return any excessive distributions 
to Banca Nationalä a Romäniei, this would only happen after the deadline for Submission 
of the annual balance sheet and may therefore be viewed as amounting to an intra-year 
credit to the State. Article 43 should be adapted to ensure that such an intra-year credit is 
not possible to rule out the possibility of breaching the monetary fmancing prohibition in 
Article 123 of the Treaty. 
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6.7.5 LEGAL INTEGRATION OF THE NCB INTO THE EUROSYSTEM 

With regard to Banca Nationalä a Romäniei’s legal Integration into the Eurosystem, the 
Law needs to be adapted in the respects set out below. 

6.7.5.1 ECONOMIC POLICY OBJECTIVES 

Article 2(3) of the Law provides that, without prejudice to the primary objective of price 
stability, Banca Nationalä a Romäniei must Support the State’ s general economic policy. 
This Provision is incompatible with Article 127(1) of the Treaty, as it does not reflect the 
secondary objective of supporting the general economic policies of the Union. 

6.7.5.2 TASKS 

Monetary policy 

Article 2(2)(a), Article 5, Articles 6(3) and 7(1), Articles 8, 19 and 20 and Article 33(l)(a) 
of the Law, which provide for the powers of Banca Nationalä a Romäniei in the field of 
monetary policy and instruments for the implementation thereof, do not recognise the 
ECB ’s powers in this field. 

Collection of statistics 

Article 49 of the Law, which provides for the powers of Banca Nationalä a Romäniei 
relating to the collection of statistics, does not recognise the ECB ’s powers in this field. 

Official foreign reserve management 

Articles 2(2)(e) and 9(2)(c) and Articles 30 and 31 of the Law, which provide for the 
powers of Banca Nationalä a Romäniei relating to foreign reserve management, do not 
recognise the ECB ’s powers in this field. 

Payment Systems 

Article 2(2)(b), Article 22 and Article 33(l)(b) of the Law, which provide for the role of 
Banca Nationalä a Romäniei in relation to the smooth Operation of payment Systems, do 
not recognise the ECB ’s powers in this field. 
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Issue of banknotes 

Article 2(2)(c) and Articles 12 to 18 of the Law, which provide for Banca Nationalä a 
Romäniei’s role in issuing banknotes and coins, do not recognise the Council’ s and the 
ECB ’s powers in this field. 

6.7.5.3 FINANCIAL PROVISIONS 

Appointment of independent auditors 

Article 36(1) of the Law, which provides that the annual financial Statements of Banca 
Nationalä a Romäniei are audited by financial auditors that are legal entities authorised by 
the Financial Auditors Chamber in Romania and selected by the Board of Banca Nationalä 
a Romäniei through a tender procedure, does not recognise the ECB ’s and the Council’ s 
powers under Article 27.1 of the Statute. 

Financial reporting 

Article 37(3) of the Law, which provides that Banca Nationalä a Romäniei establishes the 
templates for the annual financial Statements after having consulted the Ministry of Public 
Finance, and Article 40 of the Law, which provides that Banca Nationalä a Romäniei 
adopts its own regulations on organising and conducting its accounting, in compliance 
with the legislation in force and having regard to the advisory opinion of the Ministry of 
Public Finance, and that Banca Nationalä a Romäniei registers its economic and financial 
operations in compliance with its own chart of accounts, also having regard to the 
advisory opinion of the Ministry of Public Finance, do not reflect Banca Nationalä a 
Romäniei’s Obligation to comply with the Eurosystem’ s regime for financial reporting of 
NCB operations, pursuant to Article 26 of the Statute. 

6.7.5.4 EXCHANGE RATE POLICY 

Article 2(2)(a) and (d), Article 9 and Article 33(l)(a) of the Law, which empower Banca 
Nationalä a Romäniei to conduct exchange rate policy, do not recognise the Council’ s and 
the ECB ’s powers in this field. 

Articles 10 and 11 of the Law, which allow Banca Nationalä a Romäniei to draw up 
regulations on monitoring and Controlling foreign currency transactions in Romania and to 
authorise foreign currency Capital operations, transactions on foreign currency markets 
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and other specific operations, do not recognise the Council’s and the ECB’s powers in this 
field. 

6.7.6 MISCELLANEOUS 

With regard to Article 3(2) of the Law, which entitles Banca Nationalä a Romäniei to be 
consulted on draft national legislation, Consulting Banca Nationalä a Romäniei does not 
obviate the need to consult the ECB under Articles 127(4) and 282(5) of the Treaty. 

Article 57 of the Law does not recognise the ECB’s powers to impose sanctions. 

Article 4(5) of the Law entitles Banca Nationalä a Romäniei to conclude short-term credit 
arrangements and to perform other financial and banking operations with other entities, 
including central banks, and provides that such arrangements are possible only if the credit 
is repaid within one year. The ECB notes that such a limitation is not foreseen in Article 
23 of the Statute. 

6.7.7 CONCLUSIONS 

The Law does not comply with all the requirements for central bank independence, the 
monetary fmancing prohibition and legal Integration into the Eurosystem. Romania is a 
Member State with a derogation and must therefore comply with all adaptation 
requirements under Article 13 1 of the Treaty. 


6.8 SWEDEN 

6.8.1 COMPATIBILITY OF NATIONAL LEGISLATION 

The following legislation forms the legal basis for S voriges Riksbank and its operations: 
- the Instrument of Government, which forms part of the Swedish Constitution, 
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the Law on Sveriges Riksbank (hereinafter the “Law”)/^ 


the Law on exchange rate policy.^^ 


There have been no major changes to the Law in relation to the points identified in the 
ECB ’s Convergence Report of May 2012, and those comments are therefore largely 
repeated in this year’s assessment. 

6.8.2 INDEPENDENCE OF THE NCB 

With regard to Sveriges Riksbank’ s independence, the Law needs to be adapted in the 
respects set out below. 

6.8.2.1 INSTITUTIONAL INDEPENDENCE 

Article 13 of Chapter 9 of the Instrument of Government States that Sveriges Riksbank is 
an authority under the Riksdag. Article 2 of Chapter 3 of the Law, which prohibits the 
members of the Executive Board from seeking or taking of instructions, and Article 13 of 
Chapter 9 of the Instrument of Government, which prohibits any authority from giving 
instructions to Sveriges Riksbank, do not cover all ESCB-related tasks, as required by 
Article 130 of the Treaty and Article 7 of the Statute. 

Although the explanatory memorandum to the Law extends the coverage to all ESCB- 
related tasks, it would be beneficial if this issue and the relation with Article 13 of Chapter 
9 of the Instrument of Government were addressed in the next amendments to the relevant 
provisions of Swedish legislation. 

In addition, pursuant to Article 13(1) of Chapter 8 of the Instrument of Government, the 
Parliament may direct Sveriges Riksbank in an act of law within its sphere of 
responsibility under Chapter 9 (Financial power) to adopt provisions concerning its duty 
to promote secure and efficient payment Systems. The ECB under Stands that this Provision 
only enables the Parliament to assign the adoption of regulations to Sveriges Riksbank 
within the Sveriges Riksbank’ s areas of responsibility for promoting secure and efficient 
payment Systems. 


SFS 1988:1385. 
SFS 1998:1404. 
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Article 3 of Chapter 6 of the Law, which establishes the right of the minister appointed by 
the Swedish Government to be informed prior to Sveriges Riksbank making a monetary 
policy decision of major importance, could potentially breach the prohibition on giving 
instructions to the NCBs pursuant to Article 130 of the Treaty and Article 7 of the Statute. 
Article 3 of Chapter 6 of the Law is therefore incompatible with central bank 
independence and should be adapted accordingly. 

6.8.2.2 FINANCIAL INDEPENDENCE 

In accordance with Article 3 of Chapter 10 of the Law, the General Council of Sveriges 
Riksbank submits proposals to the Swedish Parliament and the Swedish National Audit 
Office on the allocation of Sveriges Riksbank’ s profit. Pursuant to Article 4 of Chapter 10 
of the Law, the Swedish Parliament then determines the allocation of Sveriges Riksbank’ s 
profit. These provisions are supplemented by non-statutory guidelines on profit 
distribution, which state that Sveriges Riksbank should pay 80% of its profit to the 
Swedish State, after adjustment for exchange rate and gold valuation effects and based on 
a five-year average, with the remaining 20% used to increase its own Capital. However, 
these guidelines are not legally binding and there is no statutory provision limiting the 
amount of profit that may be paid out. 

The present arrangements on profit distribution are under review.^"^ However, as they 
currently stand, they are incompatible with the requirement of central bank independence 
in Article 130 of the Treaty and Article 7 of the Statute. To safeguard Sveriges Riksbank’s 
financial independence, statutory provisions should be adopted containing clear provisions 
concerning the limitations applicable to the Swedish Parliament’ s decisions on Sveriges 
Riksbank’s profit allocation. 

6.8.3 MONETARY FINANCING PROHIBITION 


Article 1(3) of Chapter 8 of the Law provides that Sveriges Riksbank may not extend 
credit or purchase debt instruments directly from the State, another public body or a Union 
institution. Although the explanatory memorandum to the Law, which according to 
Swedish legal tradition will be closely followed by Swedish courts when interpreting 
national legislation, States that the coverage is extended to Union bodies and the public 
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sector including public undertakings of other Member States, it would be beneficial if this 
issue could be addressed when the Law is next amended, to bring it fully in line with 
Article 123 of the Treaty. 

In addition, Article 1(4) of Chapter 8 of the Law provides that “subject to other provisions 
in this Law, the Riksbank may also grant credit to and purchase debt instruments from 
financial institutions owned by the State or another public body”. The wording of Article 
1(4) of Chapter 8 of the Law should be aligned with the wording of Article 123(2) of the 
Treaty, which only exempts publicly owned credit institutions from the prohibition on 
monetary fmancing in respect of the supply of reserves by central banks; the central bank 
may not supply reserves to other public financial institutions. In the same vein, the ränge 
of public sector entities would need to be made consistent with Article 123(2) of the 
Treaty, and the ECB suggests, for reasons of legal certainty, inserting a reference to 
Article 123 of the Treaty in Article 1 of Chapter 8 of the Law. 

As noted above, the provisions of the Law on the allocation of Sveriges Riksbank’ s profit 
are supplemented by non-statutory guidelines on profit distribution, that are not legally 
binding, and state that Sveriges Riksbank should pay 80% of its profit to the Swedish 
State, after adjustment for exchange rate and gold valuation effects and based on a five- 
year average, with the remaining 20% used to increase its own Capital. It is essential for 
the five-year average rule to be applied in a way which remains consistent with the 
Prohibition on monetary fmancing under Article 123 of the Treaty, i.e. only as a 
calculation method and a cap for the NCB’s profit distribution to the State budget. 
Statutory provisions providing for necessary limitations and ensuring that a breach of the 
monetary fmancing prohibition may not occur in this respect should also be adopted. To 
comply with the monetary fmancing prohibition, the amount distributed to the State 
budget pursuant to the applicable profit distribution rules cannot be paid, even partially, 
from the NCB’s reserve Capital. Therefore, profit distribution rules should leave 
unaffected the NCB’s reserve Capital. 

6.8.4 LEGAL INTEGRATION OF THE NCB INTO THE EUROSYSTEM 

With regard to Sveriges Riksbank’ s legal Integration into the Eurosystem, the Law, the 
Constitution and the Law on exchange rate policy need to be adapted in the respects set 
out below. 
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6.8.4.1 ECONOMIC POLICY OBJECTIVES 

Article 2 of Chapter 1 of the Law provides that Sveriges Riksbank’s objective is to 
maintain price stability. It also provides that Sveriges Riksbank promotes a safe and 
efficient payments System. The ECB notes that insofar as this is a task and not an 
objective of the Sveriges Riksbank, there is no need to subordinate it to the ESCB’s 
primary and secondary objectives. In any case, Article 2 should reflect the ESCB’s 
secondary objective of supporting the general economic policies of the Union in line with 
Article 127(1) of the Treaty and Article 2 of the Statute. 

6.8.4.2 TASKS 

Article 1 of Chapter 1 of the Law, which provides that Sveriges Riksbank may only 
conduct, or participate in, such activities for which it has been authorised by Swedish law, 
is incompatible with the provisions of the Treaty and the Statute as it does not provide for 
Sveriges Riksbank’s legal Integration into the Eurosystem. 

Monetary policy 

Article 13 of Chapter 9 of the Instrument of Government and Article 2 of Chapter 1 of the 
Law, which establish Sveriges Riksbank’s powers in the field of monetary policy, do not 
recognise the ECB ’s powers in this field. 

Articles 2, 5 and 6 of Chapter 6 of the Law, which provide for Sveriges Riksbank’s 
powers in the field of monetary policy, do not recognise the ECB’s powers in this field. 

Article 6 of Chapter 6 and Articles 1 and 2a of Chapter 1 1 of the Law, conceming the 
imposition of minimum reserves on financial institutions and the payment of a special fee 
to the Swedish State in the event of a breach of this requirement, do not recognise the 
ECB’s powers in this field. 

Collection of statistics 

Article 4(2) and Article 9 of Chapter 6 of the Law, which establish Sveriges Riksbank’s 
powers relating to the collection of statistics, do not recognise the ECB’s powers in this 
field. 
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Official foreign reserve management 

Chapter 7 of the Law, and Article 12 of Chapter 9 of the Instrument of Government, 
which provide for Sveriges Riksbank’s powers in the field of foreign reserve management, 
do not recognise the ECB ’s powers in this field. 

Payment Systems 

Article 14(2) of Chapter 9 of the Instrument of Government and Article 2 of Chapter 1 and 
Article 7 of Chapter 6 of the Law, which establish Sveriges Riksbank’s powers with 
regard to the smooth Operation of payment Systems, do not recognise the ECB ’s powers in 


this field. 


Issue of banknotes 

Article 14 of Chapter 9 of the Instrument of Government and Chapter 5 of the Law, which 
lay down Sveriges Riksbank’s exclusive right to issue banknotes and coins, do not 
recognise the Council’ s and the ECB ’s powers in this field. 

6.8.4.3 FINANCIAL PROVISIONS 

Appointment of independent auditors 

The Law does not recognise the Council’ s and the ECB ’s powers under Article 27.1 of the 
Statute. 

6.8.4.4 EXCHANGE RATE POLICY 

Article 12 of Chapter 9 of the Instrument of Government and Chapter 7 of the Law, 
together with the Law on exchange rate policy, lay down the powers of the Swedish 
Government and Sveriges Riksbank in the area of exchange rate policy. These provisions 
do not recognise the Council’ s and the ECB ’s powers in this field. 

6.8.4.5 INTERNATIONAL COOPERATION 

Pursuant to Article 6 of Chapter 7 in the Law, Sveriges Riksbank may serve as a liaison 
body in relation to international financial institutions of which Sweden is a member. This 
Provision does not recognise the ECB ’s powers in this field. 


ECB 

Convergence Report 
June 2014 




Deutscher Bundestag - 18. Wahlperiode 


-649- 


Drucksache 18/1730 


6.8.4.6 MISCELLANEOUS 

With regard to Article 4 of Chapter 2 of the Law, which provides for the General 
Council’ s right to submit consultation opinions on behalf of S voriges Riksbank within its 
area of competence, it is noted that Consulting Sveriges Riksbank does not obviate the 
need to consult the ECB under Articles 127(4) and 282(5) of the Treaty. 

As specified in Chapter 2.2.4, the primacy of Union law and rules adopted thereunder also 
means that national laws on access by third parties to documents may not lead to 
infringements of the ESCB’s confidentiality regime. The ECB understands that the Public 
Access to Information and Secrecy Act and any other relevant Swedish legislation will 
permit Sveriges Riksbank to apply it in a manner that ensures compliance with the 
ESCB’s confidentiality regime. 

6.8.5 CONCLUSIONS 

The Law, the Constitution and the Law on exchange rate policy do not comply with all the 
requirements for central bank independence, the monetary fmancing prohibition and legal 
Integration into the Eurosystem. Sweden is a Member State with a derogation and must 
therefore comply with all adaptation requirements under Article 131 of the Treaty. The 
ECB notes that the Treaty has obliged Sweden to adopt national legislation for integration 
into the Eurosystem since 1 June 1998. Over the years no legislative action has been taken 
by the Swedish authorities to remedy the incompatibilities described in this and previous 
reports. 
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GLOSSARY 


Acquis communautaire: the body of EU legislation, including its interpretation by the 
Court of Justice of the European Union, by which all EU Member States are bound. 

Alert Mechanism Report: the first Step of the EU’s new surveillance procedure for 
preventing and correcting macroeconomic imbalances. In the report, the European 
Commission identifies EU Member States that will be subject to further in-depth analysis 
under the macroeconomic imbalance procedure. 

Banking union: one of the building blocks for completing Economic and Monetary 
Union, which consists of an integrated financial framework with a single rulebook, a 
Single Supervisory Mechanism, common deposit protection and a single bank resolution 
mechanism. 

Central government: the government as defmed in the European System of Accounts 
1995, but excluding regional and local governments (see also general government). The 
term includes all administrative departments of the (central) state and other central 
agencies whose competence extends over the entire economic territory, except for the 
administration of social security funds. 

Central rate: the exchange rate of each ERM II member’ s currency vis-ä-vis the euro, 
around which the ERM II fluctuation margins are defmed. 

Combined direct and portfolio investment balance: the sum of the direct investment 
balance and the portfolio investment balance in the financial account of the balance of 
payments. Direct investment is cross-border investment for the purpose of acquiring a 
lasting interest in an enterprise resident in another economy (assumed, in practice, for 
ownership of at least 10% of ordinary shares or voting power). This includes equity 
Capital, reinvested earnings and “other Capital” associated with inter-company operations. 
Portfolio investment includes equity securities (when not a direct investment) and debt 
Securities (bonds and notes, and money market instruments). 

Contingent liabilities: government obligations that arise only upon the realisation of 
particular events (e.g. state guarantees). 
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Convergence criteria: the criteria set out in Article 140(1) of the Treaty (and developed 
further in the Protocol (No 13) on the convergence criteria referred to in Article 140) that 
must be fulfilled by each EU Member State before it can adopt the euro. They relate to 
performance in respect of price stability, government financial positions, exchange rates 
and long-term interest rates. The reports produced under Article 140(1) by the European 
Commission and the European Central Bank examine whether a high degree of 
sustainable convergence has been achieved by each EU Member State on the basis of its 
fulfilment of these criteria, in addition to examining the compatibility of their national 
legislation, including the Statute of their respective national central bank, with the 
Treaties. 

Convergence Programme: a Programme outlining the path towards the achievement of 
reference values indicated in the Treaty, containing medium-term government plans and 
assumptions regarding the development of key economic variables. Measures to 
consolidate fiscal balances are also highlighted, together with underlying economic 
scenarios. Convergence programmes normally cover the following three to four years and 
are updated annually. They are examined by the European Commission and the 
Economic and Financial Committee, whose reports serve as the basis for an assessment 
by the ECOFIN Council. Following the Start of Stage Three of Economic and Monetary 
Union, EU Member States with a derogation continue to submit convergence 
programmes, whereas countries which are members of the euro area present annual 
stability programmes, in accordance with the Stability and Growth Pact. 

Council of the European Union (EU Council): an institution of the EU made up of 
representatives of the governments of the EU Member States, normally the ministers 
responsible for the matters under consideration. 

Current transfers: transfers of the general government (e.g. relating to international 
Cooperation), payments of current taxes on income and wealth and other transfers, such as 
workers’ remittances, which are not related to Capital expenditure; they also include 
production and Import subsidies, social benefits and transfers to EU institutions. 

Cyclical component of the budget balance: the effect on the budget balance of the 
output gap, as estimated by the European Commission. 
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Debt ratio (general government): general government debt is defined as total gross 
debt at nominal value outstanding at the end of the year and Consolidated between and 
within the sectors of general government. The government debt-to-GDP ratio is defined as 
the ratio of general government debt to GDP at current market prices. It is the subject of 
one of the fiscal criteria used to defme the existence of an excessive deficit, as laid down 
in Article 126(2) of the Treaty. 

Deficit-debt adjustment: the difference between the general government budget 
balance (government deficit or surplus) and the change in general government debt. Such 
adjustments may stem from, among other things, changes in the amount of financial assets 
held by the government, revaluations or Statistical adjustments. 

Deficit ratio (general government): the general government deficit is defined as net 
borrowing and corresponds to the difference between general government revenue and 
general government expenditure. The deficit ratio is defined as the ratio of the general 
government deficit to GDP at current market prices. It is the subject of one of the fiscal 
criteria used to defme the existence of an excessive deficit, as laid down in Article 126(2) 
of the Treaty. 

ECOFIN Council: the EU Council meeting in the composition of the ministers of 
economics and fmance (see also Council of the European Union). 

Economic and Financial Committee: a consultative EU body which carries out 
preparatory work for the ECOFIN Council and the European Commission on topics 
related to the economic and financial Situation of the EU Member States. Its composition 
and tasks are set out in Article 134 of the Treaty. 

Economic and Monetary Union (EMU): the outcome of the process for the 
harmonisation of the economic policies of the EU Member States that led to the single 
currency, the euro, and the single monetary policy of the euro area. The process for 
achieving EMU, as laid down in the Treaty, involved three stages. Stage Three, the final 
Stage, began on 1 January 1999 with the irrevocable fixing of exchange rates, the transfer 
of monetary competence to the European Central Bank and the introduction of the euro. 
The cash changeover on 1 January 2002 completed the process of setting up EMU. 
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Effective exchange rate (EER) (nominal/real): a weighted average of the bilateral 
exchange rates of a country’s currency against the currencies of major trading partners. 
The weights used reflect the share of each partner country in the trade of the country under 
consideration and account for competition in third markets. The real EER is the nominal 
EER deflated by a weighted average of foreign prices relative to domestic prices. 

Elderly dependency ratio: the proportion of the population of a country aged 65 and over 
in relation to the population aged 15-64. 

ERM II (exchange rate mechanism II): the exchange rate mechanism which provides 
the framework for exchange rate policy Cooperation between the euro area countries and 
the non-euro area EU Member States. ERM II is a multilateral arrangement with fixed, but 
adjustable, central rates and a Standard fluctuation band of ±15%. Decisions concerning 
central rates and, possibly, narrower fluctuation bands are taken by mutual agreement 
between the EU Member State concemed, the euro area countries, the European Central 
Bank (ECB) and the other EU Member States participating in the mechanism. All 
participants in ERM II, including the ECB, have the right to initiate a confidential 
procedure aimed at changing the central rates (see also realignment). 

ERM II fluctuation margins: the mutually agreed floor and ceiling within which 
ERM II member currencies are allowed to fluctuate against the euro. 

Excessive imbalance procedure: refers to the corrective arm of the macroeconomic 
imbalance procedure, which is initiated when excessive macroeconomic imbalances are 
identified in an EU Member State, including imbalances that jeopardise the proper 
functioning of Economic and Monetary Union. The procedure includes issuing policy 
recommendations, the preparation of a corrective action plan by the Member State 
concemed, enhanced surveillance and monitoring requirements and, in respect of EU 
Member States whose currency is the euro, the possibility of financial sanctions in the 
event of a failure to take corrective action. 

Euro area: the area formed by the EU Member States whose currency is the euro and in 
which a single monetary policy is conducted under the responsibility of the Governing 
Council of the European Central Bank. The euro area currently comprises Belgium, 
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Germany, Estonia, Ireland, Greece, Spain, France, Italy, Cyprus, Latvia, Luxembourg, 
Malta, the Netherlands, Austria, Portugal, Slo venia, Slovakia and Finland. 

Eurogroup: an informal gathering of the ministers of economics and fmance of the EU 


Member States whose currency is the euro. Its Status is recognised under Article 137 of 


the Treaty and in Protocol No 14. The Eurogroup meets on a regulär basis (usually prior 
to meetings of the ECOFIN Council) to discuss issues connected with the euro area 
countries’ shared responsibilities for the single currency. The European Commission and 
the European Central Bank are regularly invited to take part in these meetings. 

European Central Bank (ECB): the EU institution which, together with the national 
central banks (NCBs) of the EU Member States whose currency is the euro, defmes and 
implements the monetary policy for the euro area. The ECB lies at the centre of the 
Eurosystem and the European System of Central Banks (ESCB), which are governed 
by the decision-making bodies of the ECB, the Governing Council and the Executive 
Board, and, as a third decision-making body, the General Council. The ECB has its own 
legal Personality under Article 282(3) of the Treaty. It ensures that the tasks conferred 
upon the Eurosystem and the ESCB are implemented either through its own activities or 
through those of the NCBs, pursuant to the Statute of the ESCB. 

European Commission: the EU institution which ensures the application of the 
provisions of the Treaty. The Commission develops EU policies, drafts proposals for new 
EU laws and makes sure that EU decisions are properly implemented. In the area of 
economic policy, the Commission proposes Integrated Guidelines for Growth and Jobs, 
containing the Broad Economic Policy Guidelines and the Employment Guidelines, and 
reports to the Council of the European Union (EU Council) on economic developments 
and policies. It also monitors public fmances and economic policies within the framework 
of multilateral surveillance and submits reports on this to the EU Council. 

European Council: the EU institution which brings together the Heads of State or 
Government of the EU Member States, the President of the European Commission and 
the European Council’ s own President (see also Council of the European Union) to 
provide the EU with the necessary impetus for its development and to defme the general 
political directions and priorities thereof. It does not have a legislative function. 
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European Monetary Institute (EMI): a temporary institution established on 
1 January 1994 at the Start of Stage Two of Economic and Monetary Union. It went into 
liquidation following the establishment of the European Central Bank on 1 June 1998. 

European Parliament: an institution of the EU comprising 751 directly elected 
representatives of the citizens of the EU Member States. Parliament plays a role in the 
EU’s legislative process, although with differing prerogatives depending on the various 
procedures used for enacting different EU laws. In matters related to monetary policy and 
the European System of Central Banks, Parliament has mainly consultative powers. 
However, the Treaty establishes certain procedures with respect to the democratic 
accountability of the European Central Bank (ECB) to Parliament (e.g. presentation of 
the ECB ’s Annual Report, including a general debate on monetary policy, and regulär 
testimonies before Parliament’ s Committee on Economic and Monetary Affairs). 

European System of Accounts 1995 (ESA 95): a comprehensive and integrated System 
of macroeconomic accounts based on a set of internationally agreed Statistical concepts, 
defmitions, classifications and accounting rules aimed at achieving a harmonised 
quantitative description of the economies of the EU Member States. The ESA 95 is the 
EU’s Version of the world System of National Accounts 1993 (SNA 93). 

European System of Central Banks (ESCB): composed of the European Central Bank 
(ECB) and the national central banks (NCBs) of all 28 EU Member States, i.e. it 
includes, in addition to the members of the Eurosystem, the NCBs of those EU Member 
States whose currency is not the euro. The ESCB is governed by the Governing Council 
and the Executive Board of the ECB, and, as a third decision-making body of the ECB, 
by the General Council. 

European Systemic Risk Board (ESRB): an independent EU body responsible for the 
macro-prudential oversight of the financial System within the EU. It contributes to the 
prevention or mitigation of systemic risks to financial stability that arise from 
developments within the financial System, taking into account macroeconomic 
developments, so as to avoid periods of widespread financial distress. 

Eurostat: the Statistical Office of the EU. It is part of the European Commission and 
responsible for the production of EU statistics. 
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Eurosystem: the central banking System of the euro area. It comprises the European 
Central Bank and the national central banks of the EU Member States whose currency 
is the euro. 

Excessive deficit procedure: the provisions set out in Article 126 of the Treaty and 
specified in the Protocol (No 12) on the excessive deficit procedure require EU Member 
States to maintain budgetary discipline, defme the criteria for a budgetary position to be 
considered an excessive deficit and regulate Steps to be taken following the observation 
that the requirements for the budgetary balance or government debt have not been 
fulfilled. Council Regulation (EC) No 1467/97 of 7 July 1997 on speeding up and 
clarifying the Implementation of the excessive deficit procedure is also an element of the 
Stability and Growth Pact. 

Executive Board of the ECB: one of the decision-making bodies of the European 
Central Bank (ECB). It comprises the President and the Vice-President of the ECB and 
four other members appointed by the European Council, acting by a qualified majority 
among the Heads of State or Government of the euro area member countries, on a 
recommendation from the Council of the European Union, after it has consulted the 
European Parliament and the ECB. 

Exchange rate volatility: a measure of the variability of exchange rates, usually 
calculated on the basis of the annualised Standard deviation of daily percentage changes. 

Fiscal compact: a part (Title III) of the Treaty on Stability, Coordination and 
Governance in the Economic and Monetary Union stipulates that the budgetary 
Position of the general government of signatory Member States shall be balanced or in 
surplus. 

Funded and unfunded pension schemes: funded pension schemes are schemes that 
fmance pension payments by drawing down on segregated and earmarked assets. These 
schemes can be exactly funded, under-funded or over- funded, depending on the size of the 
accumulated assets in relation to the pension entitlements. Unfunded pension schemes are 
schemes that fmance current pension payments with the ongoing contributions paid by 
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future pensioners and/or other ongoing revenue, such as taxes or transfers; unfunded 
schemes may hold sizeable assets (e.g. for liquidity reasons or as buffer funds). 

General Council of the ECB: one of the decision-making bodies of the European 
Central Bank (ECB). It comprises the President and the Vice-President of the ECB and 
the governors of all the national central banks of the European System of Central 
Banks. 

General government: a sector defined in the European System of Accounts 1995 as 

comprising resident entities that are engaged primarily in the production of non-market 
goods and Services intended for individual and collective consumption and/or in the 
redistribution of national income and wealth. Included are central, regional and local 
government authorities, as well as social security funds. Excluded are government-owned 
entities that conduct commercial operations, such as public enterprises. 

Governing Council of the ECB: the supreme decision-making body of the European 
Central Bank (ECB). It comprises all the members of the Executive Board of the ECB 
and the governors of the national central banks of the EU Member States whose 
currency is the euro. 

Gross external debt: the outstanding amount of an economy’s financial liabilities that 
require payments of principal and/or interest at some point in the future to the rest of the 
World. 

Harmonised Index of Consumer Prices (HICP): a measure of the development of 
consumer prices that is compiled by Eurostat and harmonised for all EU Member States. 

Harmonised long-term interest rates: Article 4 of the Protocol (No 13) on the 
convergence criteria referred to in Article 140 of the Treaty requires interest rate 
convergence to be measured by means of interest rates on long-term government bonds or 
comparable securities, taking into account differences in national defmitions. In order to 
fulfil the Treaty requirement, the European Central Bank has carried out conceptual 
work on the harmonisation of long-term interest rate statistics and regularly collects data 
from the national central banks, in Cooperation with and on behalf of Eurostat. 
Harmonised data are used for the convergence examination in this report. 
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Interest-growth differential: the difference between the annual change in nominal GDP 
and the nominal average interest rate paid on outstanding government debt (the “effective” 
interest rate). The interest-growth differential is one of the determinants of changes in the 
government debt ratio. 

International Investment position (i.i.p.): the value and composition of an economy’s 
outstanding financial Claims on and financial liabilities to the rest of the world. The net 
i.i.p. is also referred to as the net external or foreign asset position. 

Intervention at the limits: compulsory intervention by central banks if their currencies 
reach the floor or the ceiling of their ERM II fluctuation margins. 

Intra-marginal intervention: intervention by a central bank to influence the exchange 
rate of its currency within its ERM II fluctuation margins. 

Investment: gross fixed Capital formation as defined in the European System of 
Accounts 1995. 

Legal convergence: the process of adaptation by EU Member States of their legislation, 
in Order to make it compatible with the Treaties and the Statute for the purposes of: i) 
integrating their NCBs into the European System of Central Banks, and ii) adopting the 
euro and making their NCBs an integral part of the Eurosystem. 

Macroeconomic imbalance procedure (MIP): a procedure aimed at broadening the 
surveillance of economic policies of the EU Member States to include a detailed and 
formal framework to prevent and correct excessive imbalances and to help the EU 
Member States affected to establish corrective action plans before divergences become 
entrenched. The MIP is based on Article 121(6) of the Treaty. The first Step of this 
surveillance procedure of the EU is the Alert Mechanism Report. The MIP has a 
preventive and a corrective arm. The latter is made operational by the excessive 
imbalance procedure. 

Measures with a temporary effect: all non-cyclical effects on fiscal variables which: i) 
reduce (or increase) the general government deficit or gross debt (see also debt ratio and 


ECB 

Convergence Report 
June 2014 




Deutscher Bundestag - 18. Wahlperiode 


-659- 


Drucksache 18/1730 


deficit ratio) in a specified period only (“one-off ’ effects), or ii) improve (or worsen) the 
budgetary Situation in a specified period at the expense (or to the benefit) of future 
budgetary situations (“self-reversing” effects). 

National central bank (NCB): a central bank of an EU Member State. 

Net Capital expenditure: comprises a governmenf s final Capital expenditure (i.e. gross 
fixed Capital formation, plus net purchases of land and intangible assets, plus changes in 
Stocks) and net Capital transfers paid (i.e. investment grants, plus unrequited transfers paid 
by the general government sector to finance specific items of gross fixed Capital 
formation by other sectors, minus Capital taxes and other Capital transfers received by the 
general government sector). 

Non-cyclical factors: influences on a government budget balance that are not due to 
cyclical fluctuations (see the cyclical component of the budget balance). They can 
therefore result from either structural, i.e. permanent, changes in budgetary policies or 
from measures with a temporary effect. 

Output gap: the difference between the actual and potential levels of output of an 
economy as a percentage of potential output. Potential output is calculated on the basis of 
the trend rate of growth of the economy. A positive output gap means that actual output is 
above the trend or potential level of output and suggests the possible emergence of 
inflationary pressures. A negative output gap signifies that actual output is below the trend 
or potential level of output and indicates the possible absence of inflationary pressures. 

Primary balance: the general government sector’ s net borrowing or net lending 
excluding interest payments on Consolidated government liabilities. 

Private sector debt: outstanding amounts at the end of the year of securities issued and 
loans taken out by non-fmancial corporations and households (including non-profit 
institutions serving households). The private sector debt-to-GDP ratio is defmed as the 
ratio of private sector debt to GDP at current market prices. 

Private sector credit flow: annual transactions on debt securities issued and loans taken 
out by non-fmancial corporations and households (including non-profit institutions 
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serving households). The private sector credit flow-to-GDP ratio is defined as the ratio of 
private sector credit flow to GDP at current market prices. 

Realignment: a change in the central rate of a currency participating in ERM II. 

Reference period: the time interval specified in Article 140 of the Treaty and in the 
Protocol (No 13) on the convergence criteria for examining progress towards 
convergence. 

Reference valne: the Protocol (No 12) on the excessive deficit procedure sets explicit 
reference values for the deficit ratio (3% of GDP) and the debt ratio (60% of GDP), 
while the Protocol (No 13) on the convergence criteria referred to in Article 140 of the 
Treaty specifies the methodology for calculating the reference values for the examination 
of price and long-term interest rate convergence. 

Single Snpervisory Mechanism (SSM): a mechanism composed of the ECB and national 
competent authorities of participating EU countries for the exercise of the prudential 
supervisory tasks conferred upon the ECB (in line with Article 127(6) of the Treaty on the 
Functioning of the European Union) by the SSM Regulation, which entered into force on 
3 November 2013. The main aims of the SSM will be to ensure the safety and soundness 
of credit institutions and the stability of the financial System within the EU and within 
each Member State. The ECB will be responsible for the effective and consistent 
functioning of the SSM, which forms part of the banking union, and will assume its full 
supervisory tasks on 4 November 2014, i.e. 12 months after the Regulation entered into 
force. All euro area countries participate automatically in the SSM, and other EU 
countries may participate by entering into close Cooperation under the SSM Regulation. 

Six pack: five regulations and one directive that entered into force on 13 December 2011 
that strengthened the Stability and Growth Pact. The four fiscally-related legislative acts 
aim at the strengthening of budgetary surveillance and coordination of economic policies, 
speeding up and clarifying the implementation of the excessive deficit, the effective 
enforcement of budgetary surveillance in the euro area and the requirements for the fiscal 
framework of the Member States. The two macro-related legislative acts aim at the 
prevention and correction of macroeconomic imbalances and on the enforcement action to 
correct excessive macroeconomic imbalances in the euro area. 
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Stability and Growth Pact: intended to serve as a means of safeguarding sound 
government fmances in the EU Member States in order to strengthen the conditions for 
price stability and for strong, sustainable growth conducive to employment creation. The 
Stability and Growth Pact has two arms - a preventive arm and a corrective arm. The 
preventive arm prescribes that Member States specify medium-term budgetary objectives, 
while the corrective arm contains concrete specifications on the excessive deficit 
procedure. 

Statute: refers to the Protocol (No 4) on the Statute of the European System of Central 
Banks and of the European Central Bank, annexed to the Treaties. 

Treaties: unless otherwise stated, all references in this report to the “Treaties” refer to 
both the Treaty on European Union and the Treaty on the Functioning of the European 
Union. 

Treaty: unless otherwise stated, all references in this report to the “Treaty” refer to the 
Treaty on the Functioning of the European Union, and the references to article numbers 
reflect the numbering in effect since 1 December 2009. 

Treaty of Lisbon (Lisbon Treaty): amended the EU’s two core treaties, the Treaty on 
European Union and the Treaty establishing the European Community, and renamed the 
latter as Treaty on the Functioning of the European Union. The Treaty of Lisbon was 
signed in Lisbon on 13 December 2007 and entered into force on 1 December 2009. 

Treaty on Stability, Coordination and Governance in the Economic and Monetary 
Union: an intergovernmental treaty, which was signed in Brussels on 2 March 2012 and 
entered into force on 1 January 2013. It contains a “fiscal compact”, which complements 
and, in some areas, enhances key provisions of the Stability and Growth Pact. Among 
other things, it requires the Member States that have ratified this Treaty to enshrine in 
national law a balanced budget and increases the role of independent fiscal monitoring 
bodies. 

Two-pack: two regulations on common provisions for monitoring and assessing draft 
budgetary plans and ensuring the correction of excessive deficit of the Member States in 
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the euro area (Regulation (EU) No 473/2013), and on the strengthening of economic and 
budgetary surveillance of Member States in the euro area experiencing or threatened with 
serious difficulties with respect to their financial stability (Regulation (EU) 472/2013). 
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BEGRÜNDUNG 


1. KONTEXT DES VORSCHLAGS 

Der Rat entschied am 3. Mai 1998, dass Belgien, Deutschland, Spanien, Frankreich, Irland, 
Italien, Luxemburg, die Niederlande, Portugal, Österreich und Finnland die notwendigen 
Voraussetzungen erfüllten, um den Euro zum 1. Januar 1999 einzufuhren. Dänemark und das 
Vereinigte Königreich machten von ihrer Möglichkeit zur Nichtteilnahme Gebrauch und 
wurden daher nicht vom Rat bewertet. Griechenland und Schweden betrachtete der Rat als 
Mitgliedstaaten, für die eine Ausnahmeregelung gilt. Am 19. Juni 2000 entschied der Rat, 
dass Griechenland die notwendigen Voraussetzungen erfüllte, um den Euro zum 1. Januar 
2001 einzuführen. Die Staaten, die der Europäischen Union am 1. Mai 2004 beitraten (die 
Tschechische Republik, Estland, Zypern, Lettland, Litauen, Ungarn, Malta, Polen, Slowenien 
und die Slowakei) wurden gemäß Artikel 4 ihrer jeweiligen Beitrittsakte zu Mitgliedstaaten, 
für die eine Ausnahmeregelung gilt. Am 1 1 . Juli 2006 entschied der Rat, dass Slowenien die 
notwendigen Voraussetzungen erfüllte, um den Euro zum 1. Januar 2007 einzuführen. Für 
Bulgarien und Rumänien, die der Europäischen Union am 1 . Januar 2007 beitraten, gilt 
gemäß Artikels ihrer jeweiligen Beitrittsakte eine Ausnahmeregelung. Am 10. Juli 2007 
entschied der Rat, dass Zypern und Malta die notwendigen Voraussetzungen erfüllten, um den 
Euro zum 1. Januar 2008 einzuführen. Am 8. Juli 2008 entschied der Rat, dass die Slowakei 
die notwendigen Voraussetzungen erfüllte, um den Euro zum 1. Januar 2009 einzuführen. Am 
13. Juli 2010 entschied der Rat, dass Estland die notwendigen Voraussetzungen erfüllte, um 
den Euro zum 1. Januar 2011 einzuführen. Für Kroatien, das der Europäischen Union am 
1. Juli 2013 beitrat, gilt gemäß Artikels seiner Beitrittsakte eine Ausnahmeregelung. Am 
9. Juli 2013 entschied der Rat, dass Lettland die notwendigen Voraussetzungen erfüllte, um 
den Euro zum 1. Januar 2014 einzuführen. 

Gemäß Artikel 140 Absatz 1 des Vertrags über die Arbeitsweise der Europäischen Union 
(nachstehend „der Vertrag“) berichten die Kommission und die Europäische Zentralbank 
mindestens einmal alle zwei Jahre oder auf Antrag eines Mitgliedstaats, für den eine 
Ausnahmeregelung gilt, dem Rat, inwieweit die Mitgliedstaaten, für die eine 
Ausnahmeregelung gilt, ihren Verpflichtungen bei der Verwirklichung der Wirtschafts- und 
Währungsunion bereits nachgekommen sind. Gemäß dem Verfahren des Artikels 140 
Absatz 2 des Vertrags unterbreitet die Kommission auf der Grundlage ihres Berichts und des 
Berichts der EZB dem Rat einen Vorschlag für einen Ratsbeschluss zur Aufhebung der 
Ausnahmeregelung für Mitgliedstaaten, die die notwendigen Voraussetzungen erfüllen. 

Die Konvergenzberichte der Kommission und der EZB wurden am 4. Juni 2014 
veröffentlicht. In den Berichten wird unter anderem geprüft, inwieweit die innerstaatlichen 
Rechtsvorschriften Litauens einschließlich der Satzung der litauischen Zentralbank mit den 
Artikeln 130 und 131 AEUV und mit der Satzung des ESZB und der EZB vereinbar sind. 
Ferner wird darin geprüft, ob ein hoher Grad an dauerhafter Konvergenz erreicht ist, wozu die 
Konvergenzkriterien und verschiedene andere, gemäß Artikel 140 Absatz 1 letzter 
Unterabsatz des Vertrags vorgeschriebene Faktoren herangezogen werden. 

Die Kommission kommt in ihrem Konvergenzbericht zu dem Schluss, dass Litauen die 
Voraussetzungen für die Einführung des Euro erfüllt. 

Auf der Grundlage ihres Berichts und des Berichts der EZB hat die Kommission den 
beigefügten Vorschlag für einen Beschluss des Rates zur Aufhebung der Ausnahmeregelung 
für Litauen mit Wirkung vom 1. Januar 2015 angenommen. 
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2. KONSULTATIONSERGEBNISSE UND FOLGENABSCHÄTZUNG 

Im Europäischen Wirtschafts- und Sozialausschuss sowie im Rat „Wirtschaft und Finanzen“ 
und in der Eurogruppe werden regelmäßig Gespräche mit den Mitgliedstaaten über 
verschiedenartige wirtschaftspolitische Herausforderungen in den Mitgliedstaaten geführt. 
Dazu zählen informelle Gespräche über Themen, die für die Vorbereitung auf den möglichen 
Beitritt zum Euro- Währungsgebiet besonders relevant sind (einschließlich der 
Wechselkurspolitik). Der Dialog mit Wissenschaftlern und anderen Interessengruppen findet 
im Rahmen von Konferenzen/Seminaren und ad hoc statt. 

Die wirtschaftlichen Entwicklungen im Euro- Währungsgebiet und in den Mitgliedstaaten 
werden im Rahmen verschiedener Verfahren zur wirtschaftspolitischen Koordinierung und 
Überwachung (vor allem gemäß Artikel 121 des Vertrags) sowie im Rahmen der 
regelmäßigen Überwachung und Analyse der Entwicklungen in den Mitgliedstaaten und dem 
Euro- Währungsgebiet durch die Kommission (einschließlich Prognosen, regelmäßigen 
Veröffentlichungen, Input für den WFA sowie den Rat „Wirtschaft und Finanzen“ und die 
Eurogruppe) bewertet. Entsprechend dem Grundsatz der Verhältnismäßigkeit und im 
Einklang mit der bisherigen Praxis wurde von einer formellen Folgenabschätzung abgesehen. 

3. RECHTLICHE ASPEKTE DES VORSCHLAGS 

3.1. Rechtsgrundlage 

Die Rechtsgrundlage für diesen Vorschlag bildet Artikel 140 Absatz 2 des Vertrags, in dem 
das Verfahren für einen Beschluss des Rates über die Einführung des Euro und die 
Aufhebung der Ausnahmeregelung in den betreffenden Mitgliedstaaten festgelegt ist. 

Der Rat beschließt auf Vorschlag der Kommission, nach Anhörung des Europäischen 
Parlaments, nach Aussprache im Europäischen Rat und auf Empfehlung einer qualifizierten 
Mehrheit derjenigen seiner Mitglieder, die die Mitgliedstaaten des Euro- Währungsgebiets 
vertreten. 

3.2. Subsidiarität und Verhältnismäßigkeit 

Der Vorschlag fällt in die ausschließliche Zuständigkeit der Union. Daher findet das 
Subsidiaritätsprinzip keine Anwendung. 

Die Initiative geht nicht über das hinaus, was für die Erreichung ihres Ziels notwendig ist, und 
steht daher mit dem Grundsatz der Verhältnismäßigkeit in Einklang. 

3.3. Wahl des Rechtsinstruments 

Ein Beschluss ist gemäß Artikel 140 Absatz 2 des Vertrags das einzige geeignete 
Rechtsinstrument. 

4. AUSWIRKUNGEN AUF DEN HAUSHALT 

Der Vorschlag hat keine Auswirkungen auf den Haushalt der Europäischen Union. 
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2014/0170 (NLE) 


Vorschlag für einen 


BESCHLUSS DES RATES 


über die Einführung des Euro in Litauen zum 1. Januar 2015 


DER RAT DER EUROPÄISCHEN UNION ^ 

gestützt auf den Vertrag über die Arbeitsweise der Europäischen Union, insbesondere auf 
Artikel 140 Absatz 2, 

Berichts der Europäischen Kommission^, 

nach Kenntnisnahme auf Vorschlag der Europäischen Kommission, 
nach Kenntnisnahme des des Berichts der Europäischen Zentralbank^, 
nach Stellungnahme des Europäischen Parlaments, 
unter Berücksichtigung der Erörterungen des Europäischen Rates, 

gestützt auf die Empfehlung der Mitglieder des Rates, die die Mitgliedstaaten des Euro- 
Währungsgebiets vertreten, 

in Erwägung nachstehender Gründe: 

(1) Die dritte Stufe der Wirtschafts- und Währungsunion („WWU“) begann am 1. Januar 
1999. Der in der Zusammensetzung der Staats- und Regierungschefs tagende Rat 
entschied am 3. Mai 1998 in Brüssel, dass Belgien, Deutschland, Spanien, Frankreich, 
Irland, Italien, Luxemburg, die Niederlande, Österreich, Portugal und Finnland die 
notwendigen Voraussetzungen erfüllten, um den Euro zum 1. Januar 1999 
einzuführen. ^ 

(2) Mit der Entscheidung 2000/427/EG'^ stellte der Rat fest, dass Griechenland die 
notwendigen Voraussetzungen erfüllte, um den Euro zum 1. Januar 2001 einzuführen. 
Mit der Entscheidung 2006/495/EG^ stellte der Rat fest, dass Slowenien die 
notwendigen Voraussetzungen erfüllte, um den Euro zum 1. Januar 2007 einzuführen. 
Mit den Entscheidungen 2007/503/EG^ und 2007/504/EG^ stellte der Rat fest, dass 


ABI. [...], S. [...]. 

ABI. [...], S. [...]. 

Entscheidung 98/317/EG des Rates vom 3. Mai 1998 gemäß Artikel 109j Absatz 4 des Vertrags (ABI. 
L139 vom 11.5.1998, S. 30). 

Entseheidung 2000/427/EG des Rates vom 19. Juni 2000 gemäß Artikel 122 Absatz 2 des Vertrages 
über die Einführung der Einheitswährung dureh Grieehenland am 1. Januar 2001 (ABI. L 167 vom 
7.7.2000, S. 19). 

Entseheidung 2006/495/EG des Rates vom 11. Juli 2006 gemäß Artikel 122 Absatz 2 des Vertrags über 
die Einführung der Einheitswährung dureh Slowenien am 1. Januar 2007 (ABI. L 195 vom 15.7.2006, 
S. 25). 

Entseheidung 2007/503/EG des Rates vom 10. Juli 2007 gemäß Artikel 122 Absatz 2 des Vertrags über 
die Einführung der einheitliehen Währung dureh Zypern am 1. Januar 2008 (ABI. L 186 vom 
18.7.2007, S. 29). 
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Zypern und Malta die notwendigen Voraussetzungen erfüllten, um den Euro zum 
1. Januar 2008 einzufuhren. Mit der Entseheidung 2008/608/EG^ stellte der Rat fest, 
dass die Slowakei die notwendigen Voraussetzungen erfüllte, um den Euro 
einzuführen. Mit dem Besehluss 2010/416/EU^ stellte der Rat fest, dass Estland die 
notwendigen Voraussetzungen erfüllte, um den Euro einzuführen. Mit dem Besehluss 
2013/387/EU^^ stellte der Rat fest, dass Lettland die notwendigen Voraussetzungen 
erfüllte, um den Euro einzuführen. 

(3) Gemäß Absatz 1 des Protokolls über einige Bestimmungen betreffend das Vereinigte 
Königreieh und Nordirland im Anhang des Vertrags zur Gründung der Europäisehen 
Gemeinsehaft („EG- Vertrag“) teilte das Vereinigte Königreieh dem Rat mit, dass es 
nieht beabsiehtige, am 1. Januar 1999 zur dritten Stufe der WWU überzugehen. Diese 
Mitteilung wurde bislang nieht zurüekgenommen. Gemäß Absatz 1 des Protokolls 
über einige Bestimmungen betreffend Dänemark im Anhang des EG- Vertrags sowie 
gemäß dem Besehluss der Staats- und Regierungsehefs vom Dezember 1992 in 
Edinburgh teilte Dänemark dem Rat mit, dass es nieht an der dritten Stufe der WWU 
teilnehmen werde. Dänemark beantragte nieht, das Verfahren gemäß Artikel 140 
Absatz 2 des Vertrags über die Arbeitsweise der Europäisehen Union (naehstehend 
„der Vertrag“) einzuleiten. 

(4) Gemäß der Entseheidung 98/317/EG des Rates gilt für Sehweden eine 
Ausnahmeregelung im Sinne des Artikels 139 Absatz 1 des Vertrags. Gemäß Artikel 4 
der Beitrittsakte von 2003^^ gilt für die Tseheehisehe Republik, Litauen, Ungarn und 
Polen eine Ausnahmeregelung im Sinne des Artikels 139 Absatz 1 des Vertrags. 
Gemäß Artikel 5 der Beitrittsakte von 2005^^ gilt für Bulgarien und Rumänien eine 
Ausnahmeregelung im Sinne des Artikels 139 Absatz 1 des Vertrags. Gemäß Artikel 5 
der Beitrittsakte gilt für Kroatien eine Ausnahmeregelung im Sinne des Artikels 139 
Absatz 1 des Vertrags. 

(5) Die Europäisehe Zentralbank („EZB“) wurde am 1. Juli 1998 erriehtet. Das 
Europäisehe Währungssystem wurde dureh einen Weehselkursmeehanismus ersetzt, 
dessen Einriehtung mit der Entsehließung des Europäisehen Rates über die Einführung 
eines Weehselkursmeehanismus in der dritten Stufe der Wirtsehafts- und 
Währungsunion vom 16. Juni 1997^"^ vereinbart wurde. Die Funktionsweise eines 
Weehselkursmeehanismus in der dritten Stufe der Wirtsehafts- und Währungsunion 
(WKM II) wurde in einem Abkommen vom 16. März 2006 zwisehen der 
Europäisehen Zentralbank und den nationalen Zentralbanken der nieht dem Euro- 
Währungsgebiet angehörenden Mitgliedstaaten über die Funktionsweise eines 


Entscheidung 2007/504/EG des Rates vom 10. Juli 2007 gemäß Artikel 122 Absatz 2 des Vertrags über 
die Einführung der Einheitswährung dureh Malta am 1. Januar 2008 (ABI. L 186 vom 18.7.2007, 
S. 32). 

^ Entseheidung 2008/608/EG des Rates vom 8. Juli 2008 gemäß Artikel 122 Absatz 2 EG- Vertrag über 

die Einführung der Einheitswährung dureh die Slowakei am 1. Januar 2009 (ABI. L 195 vom 
24.7.2008, S. 24). 

^ Besehluss 2010/416/EU des Rates vom 13. Juli 2010 gemäß Artikel 140 Absatz 2 des Vertrags über die 

Einführung des Euro in Estland am 1. Januar 201 1 (ABI. L 196 vom 28.7.2010, S. 24). 

Besehluss 2013/387/EU des Rates vom 9. Juli 2013 über die Einführung des Euro in Lettland am 
1. Januar 2014 (ABI. L 195 vom 18.7.2013, S. 24). 

ABI. L 236 vom 23.9.2003, S. 33. 

ABl.L 157 vom 21.6.2005, S. 203. 

ABl.L 112vom24.4.2012, S. 21. 

ABI. C 236 vom 2.8.1997, S. 5. 
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Wechselkursmechanismus in der dritten Stufe der Wirtschafts- und Währungsunion 
festgelegt. 

(6) In Artikel 140 Absatz 2 des Vertrags sind die Verfahren für die Aufhebung von 
Ausnahmeregelungen der betreffenden Mitgliedstaaten festgelegt. Mindestens einmal 
alle zwei Jahre bzw. auf Antrag eines Mitgliedstaats, für den eine Ausnahmeregelung 
gilt, berichten die Kommission und die EZB dem Rat nach dem Verfahren des 
Artikels 140 Absatz 1 des Vertrags. 

(7) Die innerstaatlichen Rechtsvorschriften der Mitgliedstaaten einschließlich der Satzung 
der jeweiligen nationalen Zentralbank sind erforderlichenfalls so anzupassen, dass sie 
mit den Artikeln 130 und 131 des Vertrags sowie der Satzung des Europäischen 
Systems der Zentralbanken und der Europäischen Zentralbank (nachstehend „Satzung 
des ESZB und der EZB“) vereinbar sind. In den Berichten der Kommission und der 
EZB wird im Einzelnen geprüft, ob die Rechtsvorschriften Litauens mit den 
Artikeln 130 und 131 des Vertrags und der Satzung des ESZB und der EZB vereinbar 
sind. 

(8) Gemäß Artikel 1 des Protokolls Nr. 13 über die Konvergenzkriterien nach Artikel 140 

des Vertrags bedeutet das in Artikel 140 Absatz 1 erster Gedankenstrich des Vertrags 
genannte Kriterium der Preis Stabilität, dass ein Mitgliedstaat eine anhaltende 
Preisstabilität und eine während des letzten Jahres vor der Prüfung gemessene 
durchschnittliche Inflationsrate aufweist, die um nicht mehr als 1 !/2 Prozentpunkte über 
der Inflationsrate jener - höchstens drei - Mitgliedstaaten liegt, die auf dem Gebiet der 
Preisstabilität das beste Ergebnis erzielt haben. Für die Zwecke des 

Preisstabilitätskriteriums wird die Inflation an den in der Verordnung (EG) 
Nr. 2494/95 des Rates definierten harmonisierten Verbraucherpreisindizes gemessen. 
Um zu bewerten, ob das Preisstabilitätskriterium als erfüllt anzusehen ist, wird die 
Inflation in den einzelnen Mitgliedstaaten als prozentuale Änderung des 
arithmetischen Mittels von zwölf Monatsindizes gegenüber dem arithmetischen Mittel 
der zwölf Monatsindizes der Vorperiode gemessen. In den Berichten der Kommission 
und der EZB wurde ein als einfaches arithmetisches Mittel der Inflationsraten der drei 
preisstabilsten Mitgliedstaaten plus 1,5 Prozentpunkte berechneter Referenzwert 
herangezogen. In dem Zwölfmonatszeitraum bis einschließlich April 2014 wurde der 
Referenzwert für die Inflation als 1 ,7 % berechnet, wobei Lettland, Portugal und Irland 
mit Inflationsraten von 0,1 %, 0,3 % bzw. 0,3 % die drei preisstabilsten 
Mitgliedstaaten waren. Es ist gerechtfertigt, die Mitgliedstaaten, deren Inflationsrate 
nicht als aussagekräftiger Richtwert für andere Mitgliedstaaten gelten kann, von den 
preisstabilsten Mitgliedstaaten auszuschließen. Derartige Ausreißer wurden in der 
Vergangenheit in den Konvergenzberichten von 2004, 2010 und 2013 festgestellt. 
Gegenwärtig ist es gerechtfertigt, Griechenland, Bulgarien und Zypern von den 
preisstabilsten Mitgliedstaaten auszuschließen. Für die Berechnung des 
Referenzwerts werden sie durch Lettland, Portugal und Irland, die Mitgliedstaaten mit 
den nächstniedrigsten durchschnittlichen Inflationsraten, ersetzt. 

(9) Gemäß Artikel 2 des Protokolls Nr. 13 bedeutet das in Artikel 140 Absatz 1 zweiter 
Gedankenstrich des Vertrags genannte Kriterium der Finanzlage der öffentlichen 
Hand, dass zum Zeitpunkt der Beurteilung kein Beschluss des Rates nach Artikel 126 


ABI. C 73 vom 25.3.2006, S. 21. 

Verordnung (EG) Nr. 2494/95 des Rates vom 23. Oktober 1995 über harmonisierte 
Verbraueherpreisindizes (ABI. L 257 vom 27.10.1995, S. 1). 

Im April 2014 lag die zwölfmonatige durehsehnittliehe Inflationsrate in Grieehenland, Bulgarien und 
Zypern bei -1,2 %, -0,8 % bzw. -0,4 % und im Euro- Währungsgebiet bei 1 %. 
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Absatz 6 des Vertrags vorliegt, demzufolge in dem betreffenden Mitgliedstaat ein 
übermäßiges Defizit besteht. 

(10) Gemäß Artikels des Protokolls Nr. 13 bedeutet das in Artikel 140 Absatz 1 dritter 
Gedankenstrieh des Vertrags genannte Kriterium der Teilnahme am 
Weehselkursmeehanismus des Europäisehen Währungssystems, dass ein Mitgliedstaat 
die im Rahmen des Weehselkursmeehanismus (WKM) des Europäisehen 
Währungssystems vorgesehenen normalen Bandbreiten zumindest in den letzten zwei 
Jahren vor der Prüfung ohne starke Spannungen eingehalten hat. Insbesondere darf er 
den bilateralen Leitkurs seiner Währung innerhalb des gleiehen Zeitraums gegenüber 
dem Euro nieht von sieh aus abgewertet haben. Seit dem 1. Januar 1999 dient der 
WKM II als Rahmen für die Bewertung der Erfüllung des Weehselkurskriteriums. Die 
Kommission und die EZB haben in ihren Beriehten die Erfüllung dieses Kriteriums im 
Zweijahreszeitraum bis einsehließlieh 15. Mai 2014 geprüft. 

(11) Gemäß Artikel 4 des Protokolls Nr. 13 bedeutet das in Artikel 140 Absatz 1 vierter 
Gedankenstrieh des Vertrags genannte Kriterium der Konvergenz der Zinssätze, dass 
im Verlauf von einem Jahr vor der Prüfung in einem Mitgliedstaat der 
durehsehnittliehe langfristige Nominalzins um nieht mehr als 2 Prozentpunkte über 
dem entspreehenden Satz in jenen - höehstens drei - Mitgliedstaaten liegt, die auf dem 
Gebiet der Preisstabilität das beste Ergebnis erzielt haben. Das Kriterium der 
Konvergenz der Zinssätze wurde anhand vergleiehbarer Zinssätze für zehnjährige 
repräsentative Staatssehuldversehreibungen geprüft. Um zu bewerten, ob das 
Zinskriterium als erfüllt anzusehen ist, wurde in den Beriehten der Kommission und 
der EZB ein als einfaehes arithmetisehes Mittel der langfristigen Nominalzinssätze in 
den drei preisstabilsten Mitgliedstaaten plus 2 Prozentpunkte bereehneter 
Referenzwert herangezogen. Der Referenzwert stützt sieh auf die langfristigen 
Zinssätze in Lettland (3,3 %), Irland (3,5 %) und Portugal (5,9 %); in dem 
Zwölfmonatszeitraum bis einsehließlieh April 2014 betrug er 6,2 %. 

(12) Gemäß Artikel 5 des Protokolls Nr. 13 werden die Daten, auf denen die laufende 
Bewertung der Erfüllung der Konvergenzkriterien beruht, von der Kommission zur 
Verfügung gestellt. Zur Vorbereitung dieses Vorsehlags stellte die Kommission 
entspreehende Daten zur Verfügung. Die Haushaltsdaten wurden von der Kommission 
zur Verfügung gestellt, naehdem die Mitgliedstaaten gemäß der Verordnung (EG) 
Nr. 479/2009 des Rates^^ bis zum 1. April 2014 die entspreehenden Angaben 
übermittelt hatten. 

(13) Auf der Grundlage der Beriehte der Kommission und der EZB zu der Frage, inwieweit 
Litauen seinen Verpfliehtungen bei der Verwirkliehung der Wirtsehafts- und 
Währungsunion bereits naehgekommen ist, ist festzustellen: 

(a) Die innerstaatliehen Reehtsvorsehriften Litauens, einsehließlieh der Satzung 
seiner Zentralbank, sind mit den Artikeln 130 und 131 des Vertrags und mit der 
Satzung des ESZB und der EZB vereinbar. 

(b) Hinsiehtlieh der Erfüllung der in den vier Gedankenstriehen des Artikels 140 
Absatz 1 des Vertrags genannten Konvergenzkriterien dureh Litauen ist 
festzustellen: 


Verordnung (EG) Nr. 479/2009 des Rates vom 25. Mai 2009 über die Anwendung des dem Vertrag zur 
Gründung der Europäisehen Gemeinsehaft beigefügten Protokolls über das Verfahren bei einem 
übermäßigen Defizit (ABI. L 145 vom 10.6.2009, S. 1). 
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Die durchschnittliche Inflationsrate Litauens lag im 
Zwölfmonatszeitraum bis einschließlich April 2014 bei 0,6 % und damit 
deutlich unter dem Referenzwert; sie dürfte auch in den kommenden 
Monaten unter dem Referenzwert bleiben; 

mit einem Haushaltsdefizit von 2,1 % des BIP im Jahr 2013 ist Litauen 
nicht Gegenstand eines Beschlusses des Rates über das Vorliegen eines 
übermäßigen Defizits; 

Litauen ist seit dem 28. Juni 2004 Mitglied des WKM II; beim Beitritt 
Litauens zum WKM II verpflichteten sich die Behörden einseitig, die 
damalige Currency-board-Regelung auch im Wechselkursmechanismus 
beizubehalten. Im zweijährigen Bewertungszeitraum wich der Litas- 
Wechselkurs nicht vom Leitkurs ab, und Spannungen blieben aus; 

im Zwölfmonatszeitraum bis einschließlich April 2014 lag der 
langfristige Zinssatz in Litauen bei durchschnittlich 3,6 % und damit 
deutlich unter dem Referenzwert. 


(c) Aufgrund der Bewertung der Vereinbarkeit der Rechtsvorschriften und der 
Erfüllung der Konvergenzkriterien sowie der sonstigen Faktoren erfüllt Litauen 
die notwendigen Voraussetzungen für die Einführung des Euro — 


HAT FOLGENDEN BESCHLUSS ERLASSEN: 


Artikel 1 


Litauen erfüllt die notwendigen Voraussetzungen für die Einführung des Euro. Die 
Ausnahmeregelung für Litauen gemäß Artikel 4 der Beitrittsakte von 2003 wird mit Wirkung 
vom 1. Januar 2015 aufgehoben. 


Artikel 2 

Dieser Beschluss ist an die Mitgliedstaaten gerichtet. 


Geschehen zu Brüssel am [. . .] 


Im Namen des Rates 
Der Präsident 


DE 


8 


DE 


Deutscher Bundestag - 18. Wahlperiode 


-673- 


Drucksache 18/1730 


Anlage 6 



EUROPÄISCHE 

KOMMISSION 


Brüssel, den 4.6.2014 
COM(2014) 325 final 

2014/0169 (NLE) 


Vorschlag für eine 

VERORDNUNG DES RATES 

zur Änderung der Verordnung (EG) Nr. 974/98 im Hinblick auf die Einführung des 

Euro in Litauen 
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BEGRÜNDUNG 


1. KONTEXT DES VORSCHLAGS 

Am 4. Juni 2014 veröffentlichte die Kommission einen Vorschlag für einen 
Beschluss des Rates gemäß Artikel 140 Absatz 2 des Vertrags über die Arbeitsweise 
der Europäischen Union (nachstehend „der Vertrag“), wonach Litauen die 
notwendigen Voraussetzungen für die Einführung des Euro erfüllt und die für 
Litauen geltende Ausnahmeregelung mit Wirkung vom 1. Januar 2015 aufgehoben 
werden soll. 

Im Falle einer positiven Entscheidung muss der Rat anschließend die sonstigen 
Maßnahmen ergreifen, die für die Einführung des Euro in Litauen erforderlich sind. 

Die Verordnung (EG) Nr. 974/98 des Rates über die Einführung des Euro^ regelt die 
Einführung der einheitlichen Währung in den ersten Mitgliedstaaten des Euro- 
Währungsgebiets und in Griechenland^. Diese Verordnung wurde durch folgende 
Rechtsakte geändert: 

- Verordnung (EG) Nr. 2169/2005, um künftige Erweiterungen des Euro- 
Währungsgebiets vorzubereiten; 

- Verordnung (EG) Nr. 1647/2006, um Slowenien (das den Euro am 1. Januar 2007 
eingeführt hat) einzubeziehen; 

- Verordnung (EG) Nr. 835/2007, um Zypern (das den Euro am 1. Januar 2008 
eingeführt hat) einzubeziehen; 

- Verordnung (EG) Nr. 836/2007, um Malta (das den Euro am 1. Januar 2008 
eingeführt hat) einzubeziehen; 

- Verordnung (EG) Nr. 693/2008, um die Slowakei (die den Euro im Januar 2009 
eingeführt hat) einzubeziehen; 

- Verordnung (EG) Nr. 670/2010, um Estland (das den Euro im Januar 2011 
eingeführt hat) einzubeziehen; 

- Verordnung (EG) Nr. 678/2013, um Lettland (das den Euro im Januar 2014 
eingeführt hat) einzubeziehen. 

Um auch Litauen in die Verordnung (EG) Nr. 974/98 einzubeziehen, muss darin ein 
Verweis auf diesen Mitgliedstaat aufgenommen werden. Der vorliegende Vorschlag 
enthält die nötigen Änderungen an der Verordnung. 

Im nationalen Plan Litauens für die Umstellung auf den Euro ist festgelegt, dass das 
sogenannte „Big Bang“- Szenario Anwendung finden soll, d. h. dass die Einführung 
des Euro als Währung Litauens und die Einführung der Euro-Banknoten und 
-Münzen gleichzeitig erfolgen sollen. 

2. KONSULTATIONSERGEBNISSE UND FOLGENABSCHÄTZUNG 

Das förmliche Verfahren im Anschluss an den Kommissionsvorschlag für einen 
Beschluss des Rates umfasst die Anhörung der EZB. Im Europäischen Wirtschafts- 

^ ABI. L 139 vom 11.5.1998, S.l. 

^ Siehe Verordnung (EG) Nr. 2596/2000 des Rates vom 27. November 2000 zur Änderung der 

Verordnung (EG) Nr. 974/98 des Rates über die Einführung des Euro (ABI. L 300 vom 29.11.2000, 
S. 2). 


DE 


2 


DE 


Deutscher Bundestag - 18. Wahlperiode 


-675- 


Drucksache 18/1730 


und Sozialausschuss sowie im Rat „Wirtschaft und Finanzen“ und in der Eurogruppe 
werden regelmäßig Gespräche mit den Mitgliedstaaten über verschiedenartige 
wirtschaftspolitische Herausforderungen in den Mitgliedstaaten geführt. Dazu zählen 
informelle Gespräche über Themen, die für die Vorbereitung auf den möglichen 
Beitritt zum Euro- Währungsgebiet besonders relevant sind (einschließlich der 
Wechselkurspolitik). Der Dialog mit Wissenschaftlern und anderen 
Interessengruppen findet im Rahmen von Konferenzen/Seminaren und ad hoc statt. 

Die wirtschaftlichen Entwicklungen im Euro- Währungsgebiet und in den 
Mitgliedstaaten werden im Rahmen verschiedener Verfahren zur 
wirtschaftspolitischen Koordinierung und Überwachung (vor allem gemäß 
Artikel 121 des Vertrags) sowie im Rahmen der regelmäßigen Überwachung und 
Analyse der Entwicklungen in den einzelnen Ländern und im Euro- Währungsgebiet 
durch die Kommission (einschließlich Prognosen, regelmäßigen Veröffentlichungen, 
Input für den WFA sowie den Rat „Wirtschaft und Finanzen“ und die Eurogruppe) 
bewertet. Entsprechend dem Grundsatz der Verhältnismäßigkeit und in Einklang mit 
der bisherigen Praxis schlägt die Kommission vor, von einer förmlichen 
Folgenabschätzung abzusehen. 

3. RECHTLICHE ASPEKTE DES VORSCHLAGS 

3.1. Rechtsgrundlage 

Rechtsgrundlage für diesen Vorschlag ist Artikel 140 Absatz 3 des Vertrags, der die 
Ergreifung der sonstigen erforderlichen Maßnahmen für die Einführung des Euro in 
dem Mitgliedstaat gestattet, dessen Ausnahmeregelung gemäß Artikel 140 Absatz 2 
des Vertrags aufgehoben wurde. 

Der Rat wird aufgrund eines einstimmigen Beschlusses der Mitgliedstaaten, deren 
Währung der Euro ist, und des betreffenden Mitgliedstaats auf Vorschlag der 
Kommission und nach Anhörung der EZB tätig. 

3.2. Subsidiarität und Verhältnismäßigkeit 

Der Vorschlag fällt in die ausschließliche Zuständigkeit der Union. Daher findet das 
Subsidiaritätsprinzip keine Anwendung. 

Die Initiative geht nicht über das hinaus, was für die Erreichung ihres Ziels 
notwendig ist, und steht daher mit dem Grundsatz der Verhältnismäßigkeit in 
Einklang. 

3.3. Wahl des Rechtsinstruments 

Eine Verordnung ist das einzig geeignete Rechtsinstrument zur Änderung der 
Verordnung (EG) Nr. 974/98 des Rates über die Einführung des Euro. 

4. AUSWIRKUNGEN AUF DEN HAUSHALT 

Der Vorschlag hat keine Auswirkungen auf den Haushalt der Europäischen Union. 

5. BEMERKUNGEN ZU DEN EINZELNEN ARTIKELN 

5.1. Artikel I 

Gemäß Artikel 1 Buchstabe a und Artikel la der Verordnung (EG) Nr. 974/98 
werden in der Tabelle im Anhang jener Verordnung die teilnehmenden 
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Mitgliedstaaten sowie der Termin der Euro-Einführung, der Termin der 
Bargeldumstellung und, soweit zutreffend, die Auslaufphase für jeden teilnehmenden 
Mitgliedstaat aufgefährt. Gemäß Artikel 1 Buchstabe i der Verordnung (EG) 
Nr. 974/98 kann eine Auslaufphase nur auf Mitgliedstaaten angewendet werden, in 
denen der Termin der Euro-Einführung und der Termin der Bargeldumstellung auf 
denselben Tag fallen. Dies war in den elf Mitgliedstaaten, die den Euro am 1. Januar 
1999 eingefährt haben, und in Griechenland, das den Euro am 1. Januar 2001 
eingefährt hat, nicht der Fall. In Slowenien, Zypern, Malta, der Slowakei, Estland 
und Lettland fielen der Termin der Euro-Einführung und der Termin der 
Bargeldumstellung zwar auf denselben Tag (Slowenien: 1. Januar 2007, Zypern und 
Malta: 1. Januar 2008, Slowakei: 1. Januar 2009, Estland: 1. Januar 2011, Lettland: 
1. Januar 2014), doch wurde in allen Ländern auf eine Auslaufphase verzichtet. Auch 
der nationale Plan Litauens für die Umstellung auf den Euro sieht vor, dass die Euro- 
Einfährung und die Bargeldumstellung am selben Tag (1. Januar 2015) stattfmden, 
das Land verzichtet jedoch ebenfalls auf eine Auslaufphase. 

Mit diesem Artikel werden Litauen und die folgenden für diesen Mitgliedstaat 
relevanten Angaben in protokollarischer Reihenfolge in die Tabelle im Anhang der 
Verordnung (EG) Nr. 974/98 eingefägt: 


Mitgliedstaat 

Termin der Euro- 
Einführung 

Termin der 
Bargeldumstellung 

Mitgliedstaat, der eine 
„Auslaufphase“ in 
Ansprueh nimmt 

„Litauen 

1. Januar 2015 

1. Januar 2015 

Nein“ 


5.2. Artikel 2 

Dieser Artikel setzt das Inkrafttreten der Verordnung auf den 1. Januar 2015 fest. 
Damit ist gewährleistet, dass das Inkrafttreten der Verordnung zeitlich auf die 
anderen Rechtsakte des Rates zur Einführung des Euro in Litauen abgestimmt ist, 
d. h. auf die Aufhebung der Ausnahmeregelung und das Inkrafttreten des 
Umrechnungskurses für den litauischen Litas. 
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2014/0169 (NLE) 


Vorschlag für eine 


VERORDNUNG DES RATES 


zur Änderung der Verordnung (EG) Nr. 974/98 im Hinblick auf die Einführung des 

Euro in Litauen 

DER RAT DER EUROPÄISCHEN UNION ^ 

gestützt auf den Vertrag über die Arbeitsweise der Europäischen Union, insbesondere auf 

Artikel 140 Absatz 3, 

auf Vorschlag der Europäischen Kommission^, 

nach Stellungnahme der Europäischen Zentralbank"^, 

in Erwägung nachstehender Gründe: 

(1) Die Verordnung (EG) Nr. 974/98 des Rates^ sieht vor, dass der Euro an die Stelle der 
Währungen der Mitgliedstaaten tritt, die zum Zeitpunkt des Übergangs der 
Gemeinschaft zur dritten Stufe der Wirtschafts- und Währungsunion die erforderlichen 
Voraussetzungen für die Einführung des Euro erfüllten. 

(2) Gemäß Artikel 4 der Beitrittsakte von 2003 ist Litauen ein Mitgliedstaat, für den eine 
Ausnahmeregelung im Sinne des Artikels 139 Absatz 1 des Vertrags über die 
Arbeitsweise der Europäischen Union (nachstehend „der Vertrag“) gilt. 

(3) Gemäß dem Beschluss 2014/[...]/EU des Rates vom 20 14 über die 

Einführung des Euro durch Litauen am 1. Januar 2015^ erfüllt Litauen die 
notwendigen Voraussetzungen für die Einführung des Euro und wird die für Litauen 
geltende Ausnahmeregelung mit Wirkung vom 1. Januar 2015 aufgehoben. 

(4) Zur Einführung des Euro in Litauen müssen die geltenden Bestimmungen der 
Verordnung (EG) Nr. 974/98 über die Einführung des Euro auf Litauen ausgeweitet 
werden. 

(5) Der nationale Plan Litauens für die Umstellung auf den Euro sieht vor, dass die Euro- 
Banknoten und -Münzen am Tag der Einführung des Euro als Währung gesetzliches 
Zahlungsmittel dieses Mitgliedstaats werden. Folglich sollten der Termin der Euro- 
Einführung und der Termin der Bargeldumstellung auf den 1. Januar 2015 festgesetzt 
werden. Eine Auslaufphase sollte nicht angewendet werden. 

(6) Die Verordnung (EG) Nr. 974/98 sollte daher entsprechend geändert werden — 


ABI. C[...] vom [...], S. [...]. 

ABIC [...] vom [...], S. [...]. 

Verordnung (EG) Nr. 974/98 des Rates vom 3. Mai 1998 über die Einführung des Euro (ABI. L 139 
vom 11.5.1998,8. 1). 

ABI. L[...] vom [...], S. [...]. 
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Drucksache 18/1730 


-678- 


Deutscher Bundestag - 18. Wahlperiode 


HAT FOLGENDE VERORDNUNG ERLASSEN: 

Artikel 1 

Der Anhang der Verordnung (EG) Nr. 974/98 wird gemäß dem Anhang der vorliegenden 
Verordnung geändert. 


Artikel 2 

Diese Verordnung tritt am 1. Januar 2015 in Kraft. 


Diese Verordnung ist in allen ihren Teilen verbindlich und gilt unmittelbar in jedem 
Mitgliedstaat. 

Geschehen zu Brüssel am [. . .] 


Im Namen des Rates 
Der Präsident 
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